


— 
~ 
— 
= 
= 
Cf 
= 
~ 
-_ 


ana BUSINESS ANALYST 





A cg FEET 















The Contemporary. Modern wit 
a traditional influence. In 


walnut, mahogany, white oak, 


prima vera (blond). 





a 1915 Magnavox developed the electrodynamic speaker, revolutionized the world 


of sound. Today, after three decades of specialized manufacturing of radio-phonographs 
y g P &raphs, 





speakers and component parts, Magnavox quality is established as the highest standard in radio. 
Magnavox supremacy is made of many things. Important among them are its widely imitated products and policies, its 


electronic contributions to industry, its selective distribution policy that has proved sound and economical. 


The new Magnavox radio-phonograph is more than a master musical instrument 

of unduplicated tone quality and performance. It is distinguished furniture, created by skilled craftsmen as 

a lasting investment in fine music and gracious living. Hear Magnavox in America’s finest stores 

See it, compare it with all other radio-phonographs — and you'll never be content until you own a Magnavox. 


The Magnavox Company, Fort Wayne 4, Indiana. 
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LEE RUBBER & TIRE 
CORPORATION 


REPUBLIC RUBBER 
INDUSTRIAL RUBBER PRODUCTS 
Youngnown, Oaic 


LEE TIRE & FUDBER CO. of N.Y., inc. 
TIRES, TUBES & SUNDRIES 
Conshohocken, Pa 


The Board of Directors has this 
day declared an extra dividend 
of $1.09 per share on the out- 
standing capital stock of the cor- 
poration, payable December 16, 
1946, to stockholders of record 
at the close of b D b 
2, 1946. Books will not be closed 
A. S. POUCHOT 


Treasurer 








October 24, 1946 











UNITED STATES LINES 
COMPANY 


Common 


Stock 
DIVIDEND 





The Board of Directors have authuriaed 
the payment of a dividend of twenty-five 
cents ($.25) per share for the quarter ended 
November 30, 1946 payable December 13, 
1946 to common stock holders of record 
December 3, 1946 who on that date hold 
regularly issued common shares ($1.00 par) 
of this Company. Holders of former stock 
issues of the Company entitled to issuance 
of common stock ($1.00 par) in exchange 
for their holdings will be paid this divi- 
dend when exchange is made. 

CHAS. F. BRADLEY, Secretary 


One Broadway, New York 4, N. Y 
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Crown Cork & SEAL 
CoMPANY, INC. 


PREFERRED DIVIDEND 


The Board of Directors has this day de- 
clared the Regular Quarterly Dividend of 
fifty cents ($.50) per share on the $2.00 
Cumulative Preferred Stock of Crown Cork 
& Seal Company, Inc., payable Decem- 
ber 16, 1916, to the stockholders of record 
at the close of business Novemker 22, 1946. 

The transfer books will not he»closed,* 


COMMON DIVIDEND 


The Board of Directors has this day de- 
clared a Dividend of seventy-five cents 
($.75) per share on the Common Stock of 
Crown Cork & Seal Company, Inc., payable 
December 20, 1946, to the stockholde”s of 
record at the close of business Novem- 
ber 26, 1946. 

The transfer books will not be closed. 

WALTER L. McMANUS, Secretary. 
October 24, 1946. 














COLUMBIA 


PICTURES 
CORPORATION 






The Board of Directors at a meeting held 
October 10, 1946, declared a quarterly 
dividend of $1.06% per sliare on the $4.25 
Cumulative Preferred Stock of the com- 
pany, paveles Mover ae ys 
record November 1, 3 

eee A. SCHNEIDER, 
Vice-Pres. and Treas. 











PLASTICS TO THE FORE — 


Photo by Press Association 
Stimulated by wartime research, a host of competitor with wood and metals in the manu- 
new items made from plastics has appeared facture of furniture, almost unbreakable dishes, 
to tempt the householder. In either transpar- cigarette containers, lamp shades and the like. 
ent or opaque form and with novel design, And modern art has made the most of its 
this strong material has become a significant new opportunity. 
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BUSINESS ITSELF 


The Trend ef Events 


BUSINESS IMPLICATIONS OF THE ELECTION — 
The election campaign just finished was one of the 
most crucial in our history, first, because it came 
in a period of unprecedented stress and confusion, 
secondly, because seldom have the issues between free 
enterprise and a regulated economy been so clearly 
defined. But that is now all over. The will of the 
people has been expressed, and with an emphasis 
that leaves little room for misunderstanding. 

Probably most significant from a business stand- 
point is the shift to conservatism. The leftward 
swing of the pendulum has been arrested after a 
cycle of thirteen years; now the momentum is in the 
opposite direction. But the new conservatism prom- 
ises to be of a moderate, rational order. It will be 
progressive rather than reactionary, and there is 
little danger that the constructive features of the 
early New Deal—such as social gains and progres- 
sive legislation—will be lost. But the hostility to 
business and the attempts at a regulated economy 
which were prominent in the past decade should tend 
to diminish. A large segment of the American pub- 
lic are business people in one manner or another, 
and their action at the polls reflects, to some degree, 
a realization that what is harmful to business as a 
whole hurts them as individuals. 

The new dispensation should mean a rule of 
reason in government and its relations to business, 
labor and the general public. ‘The trend toward 
decontrol should be accelerated, speeding the return 
to operation of natural economic laws. In_ this 





period of postwar adjustment, abnormalities are to 
be expected, but in most cases where controls have 
been eased, production has spurted and prices have 
eventually come down. y 

Although more labor trouble looms ahead, the 
irresponsible elements in organized labor will face a 
much more realistic Congress than has prevailed in 
the past. New mediation machinery is likely to be 
set up, unions will be held to greater accountability 
for their actions, and flagrant abuses like wildcat 
strikes and secondary boycotts will be ruled out. 
The Wagner Act faces some substantial revisions, 
though this will come gradually and only after care- 
ful deliberation. It will be a much fairer, more two- 
sided instrument when it emerges anew. 

Tax relief is also on the way, with the lower in- 
come groups receiving the greatest benefits. Govern- 
ment expenditures will probably be trimmed further 
to help ease the tax burden. 

In this more favorable political climate, business 
should be materially benefitted, though the beneficial 
results will not be apparent for some time to come, 
Our period of economic readjustment is far from 
over, but the implications of the past election should 
help speed the return to a stable economy. 


TREND WORTH WATCHING—QOne of the note- 
worthy symptoms of our times is the trend of Euro- 
pean-—and particularly British—thinking on eco- 
nomic conditions and policies in this country. While 
such opinions are not always free of bias or self- 
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interest, it would nevertheless be practising a fatu- 
ous form of mental isolationism to ignore them com- 
pletely. Probably the most significant characteristic 
of such comments is the recurrent apprehension 
expressed about a business recession, or even a de- 
pression, in the United States. 

Recent London comment on our economy, and 
still more significantly, on certain of our policies 
has been strong, to a point, in fact, as to surprise 
some Americans. A number of London financial 
leaders and prominent journals view the recent 
crash in our cotton market as a certain precursor 
of business deflation here. At the same time, this 
very correction in cotton prices is regarded with a 
certain measure of satisfaction by the British, since 
it will enable United Kingdom spinners to purchase 
more advantageously. 

A considerable part of current British antagon- 
ism stems from the food question. Specifically, this 
country is being criticized for its refusal to con- 
tinue procurement of food for export to Great Brit- 
ain, and its non-support of Sir John Orr’s plan 
for world price stabilization. Sir John’s thesis is 
that such stabilization must be effected on a world 
basis rather than nationally. Our opposition to 
the Orr plan is that it would necessitate a system 
of quantitative controls or quotas, which this Gov- 
ernment regards as undesirable as a permanent 
device. 

Meanwhile, preparations are being made for the 
International Trade Organization meeting in Lon- 
don, and the latest recommendation is that this be- 
come the nucleus of a “tri-partite” conference, to 
consist of representatives of the latter organization, 
the United Nations Food and Agriculture Organ- 
ization, and the World Bank and International 
Monetary Fund. 

It is fervently to be hoped that Anglo-American 
differences on this problem can be quickly and 
amicably composed, for the whole future of rela- 
tions between the two nations is involved more di- 
rectly than is generally realized. Significantly, a 
recent New York Times dispatch observes “the two 
countries are getting farther and farther apart in 
ways of organizing their economies and ways of 
thinking about world problems. In the last few 
days, the gap has become a little wider.” 

Since Anglo-American accord is the cornerstone 
and indispensable ingredient of the whole United 
Nations framework, it can be seen that the future 
of international cooperation is at stake if the cur- 
rent rift is allowed to widen. 


LATEST LABOR CRISIS—A new labor crisis of 
grave proportions is threatened by John L. Lewis’ 
latest demands. Always the master of strategic tim- 
ing, Lewis brought pressure to bear at precisely the 
moment when it would have maximum political 
effects, in view of the coming election. The alacrity 
with which the Government capitulated to his de- 
mands only served to confirm this. But Lewis’ easy 
victory in the case of his coal miners now opens the 


way to sweeping demands affecting a number of 
other basic industries. 

Within the next sixty days, we may look for 
demands for wage revision affecting millions of 
workers in the steel, oil, rubber, textile, meat pack- 
ing and automotive adaabilin. These workers, it 
will be noted, are mainly in unions affiliated with the 
CIO, but Lewis’ strategy is to assume the leadership 
this time, in contrast with the role of follower which 
he played last Spring. Lewis’ trump card is, of 
course, his United Mine Workers’ Union, and if he 
can secure substantial gains for this group, his bid 
for leadership in the internecine labor war would be 
greatly strengthened. For this reason, any develop- 
ment affecting this union should be watched as a 
bellwether for the rest of the labor front. 

Conferences between the UMW chief and the Coal 
Mines Administration are expected to end about 
November 20, and Mr. Lewis anticipates new, sub- 
stantial gains to result therefrom. But if the Gov- 
ernment’s terms are not acceptable to Mr. Lewis, he 
will probably order his 400,000 UMW members out 
of the coal mines shortly thereafter in which event 
American industry would be dealt another crippling 
blow. It would be the same dreary round as we wit- 
nessed last Spring, only possibly worse this time. 

Bearing in mind again Mr. Lewis’ perverted 
genius for precision timing, he could be expected to 
try to drive his bargain home before the new Con- 
gress meets on January 1. However, in the event 
of a really serious crisis, an emergency session of 
Congress may be expected, and the legislators would 
be in a grim mood. Drastic labor legislation may 
well be the result, especially with elections out of 
the way. However, such action, if it is forthcoming, 
may be too late to prevent widespread damage 
through industry-wide work stoppages which would 
only serve further to impede recovery. 


BUSINESS UNDERCURRENTS—With a sharp decline 
in commodity prices and a continuing rise in trade 
inventories, the apprehensions expressed by certain 
mercantile leaders merit careful consideration at 
this time. The fear exists that the record inven- 
tories accumulated in recent months may prove ex- 
cessive in the event of possible business adjustments 
in the period ahead. 

Backlogs of unfilled orders are regarded with 
special trepidation, as these are believed to be ex- 
aggerated in some industries, through duplication 
of ‘orders, and are subject to heavy ‘cancellation in 
some instances. The recession of 1920-1921, fea- 
tured by a sharp decline in commodity prices, was 
ushered in by a widespread cancellation of advance 
orders, both by manufacturers and distributors. 
While prices are rising, there is almost invariably a 
scramble to build up stocks of merchandise and to 
order well ahead. But when the price trend reverses 
itself, trade policy is to trim inventories to con- 
servative levels. Usually, the first step is to cancel 
orders previously placed, and thus prevent further 
stocking of goods. 
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In holding well at the October 30 low, thus 
making virtually a triple-bottom, the market 
attracted considerable buying. The rally 
should go further,. but a basis for conviction 








Market Pattern in the Making 


that the bear market is over is yet to be pro- 
vided. Hence, we would use strength for 
selective selling if not enough cash has been 
raised on our previous precautionary advices. 


By A. T. MILLER 


ROM a besclanséial standpoint there have been the 
following sigtiificant ‘developments in the stock 
market since our last previous analysis was written: 
On October 30, climaxing eight consecutive ses- 
sions of decline, ‘the Dow industrial average broke 
to a new intra-day: low just above the 160 level, but 
turned around ‘sharply: before the day was over, 
closing comfortably above the previous closing low 
of 163.12, which had been recorded October 9. There 
was more volume‘on the rebound than on the sell-off. 
At their worst, both the rail and utility averages 
met support above théir previous bear-market lows. 
It may well be that the temporary downside penetra- 
tion by the industrials was a fluke, caused by some 
forced selling of:'stocks to raise cash for protection 
of impaired margin positions in cotton, following 
the fastest break:ever seen in this commodity. Be 
that as it may, it was the third time within five 


weeks that the market had been hit by a concentrated 
selling wave—without going into a nosedive or even 
significantly extending the bear movement. 

On those three tests, the closing lows in industrials 
were 165.17,163.12 and 164.20, the dates being 
September 19, October 9 and October 30. For the 
rail average the corresponding lows were 45.69, 
44.69 and 46.52. In other words, once the list held 
fast on the latest test, the chart pattern was that 
of virtually a triple-bottom. 


Reason For Rally 


The technical background heretofore cited is no 
doubt the main reason for the good rally which 
developed in the second half of last week, and which 
has continued up to our press deadline. Many 
traders, and some investors, figure that a market 
which refuses to plunge down on repeated tests is 

probably a good buy for at least a 





MEASURING MARKET SUPPORT 
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DEMAND FOR STOCKS 
AS INDICATED BY TRANSACTIONS 
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considerable recovery. It follows, then, 
that buying is more confident than 
that which produced the preceding 
several rallies of 7 to 12 points each 
(closing prices of industrial average) 
during September-October. Rail stocks 
are leading the rally for two reasons, 
neither of lasting investment signific- 
ance. First, they had been more de- 
pressed and over-sold than industrials; 
second, a freight-rate increase is, of 
course, in the early offing, probably 
to be announced by the ICC about 
December 1. 

In the financial pages of the news- 
papers you will read some other “ex- 
planations” for the rally. They in- 
clude a number of good third-quarter 
earnings reports, the lengthening list 
of increased or extra dividends, and 
the more cheerful sentiment generated 
by advance indications of a conserva- 
tive sweep in the Congressional elec- 
tion. But none of this is new. All of 
these “supporting factors” were pres- 

-ent when the industrials were sagging 
down about 15 points from the “meat- 
decontrol rally” high of October 15 
to last week’s low. 
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The truth is that market action, as [ 


YEARLY RANGE TREND INDICATORS 


often happens, has generated the more Oa sco 
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dend news, and to the implications of 
the election, while at the same time the 
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glare of the spotlight on labor troubles | 15° 
—so intense as to late as the middle 
of last week—is somewhat dimmed. 
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diminished. ) so-V4l, 
How far might the recovery go? We 
do not know. “Nobody can know. The 
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rails and utilities have already topped 


chance that the industrials will do like- 
wise. Not in some time has our weekly 
index of 100 low-price stocks showed 
as much vigor on a rebound as it did 
last week, suggesting a considerable 
revival of speculative demand. How 
much significance can be attached to 
this, on the evidence of only one week, 
is hard to say. It might be fleeting. 
On the other hand, he surface mani- 
festations of business — production, 
employment, national income and 
trade—appear about as bullish to the 
naked eye as they ever did. And there 
is the fact that for about two months 
the bear market has not got anywhere 
to speak of on the downside. So it is 


Oow-JONES 





conceivable that an appreciable num- 
ber of people have got the idea that 
the bear market is over—or will get 
it if the improvement in prices begins 
to look somewhat impressive. 





But Is It Over? 


It is possible, of course, that the final low WAS 
seen on October 9—but the chances are against it. 
he chances are against it because the decline of 
more than 50 points from the bull-market high 
ould not have been mere happenstance and because 
he unfavorable things which the market was antici- 
pating in that decline are not yet even visible in 
lear detail, much less corrected. (At bear-market 
ows even amateur speculators usually have a pretty 
bood idea of what was wrong—and think it is stiil 
Wrong. ) 

If you ask what it is, exactly, that the bear 
market has forecast, we must reply that only the 
uture can reveal it. The first manifestations of 
oming economic readjustment are always to be seen 
n the market, not in the business statistics. Those 
statistics can look good for months after a bear 
market has started. That some things are wrong 
ind unsound is obvious. They include over-inflated 
brices as in 1919-1920, from which the reversal has 
ready started first, as it always does, in farm com- 
nodities. They also include a decline in the “real” 
ncome—that is, actual buying power—of most of 
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us—swollen business operating costs, which have 
raised break-even points, tending to make many lines 
vulnerable to profit squeeze (or ‘profit extinction) 
in even a fairly moderate business set-back; labor 
troubles which seem to have no end; and maladjust- 
ments all around, including those in materials supply 
and inventories, due to the continuing ‘hangover of 
Government controls. 

All of this foots up to a period of deflationary 
adjustment. Its timing, scope and ‘duration are 
unknown. The market, which is merely the collec- 
tive judgments and emotions of all of us, is nct clair- 
voyant. It has foreseen, or sensed, coming econom‘c 
trouble and partly discounted it in a- precautionary 
way. For the remaining phases, probably it will 
require more factual and detailed: evidence than is 
now available. Whether that evidence will be such 
as to support stock prices above their lows to date 
or take them considerably lower, can not now be 
certain either way. 

While they can not be certain, the odds are that 
this is a bear-market rally. We would “play” it as 
such—and do some selective selling on it, if enougn 
cash has not previously been sraised.—Monday, 
November 4. 
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By W. C. HANSON 


“6 TABILIZATION” has become a highly contro- 
versial term in recent weeks, and its meaning 
differs: profoundly among various individuals ac- 
cording to one’s economic concepts and political 
views. The phrase “fight for stabilization” was in- 
jected into the news headlines a few weeks ago when 
the controversy on “control” versus “decontrol” was 
nearing’ its climax. This was taken up as a battle- 
cry of the proponents of Federal price control, and 
took on a variety of added meanings in some quar- 
ters. 

The implication has been that only through con- 
tinuing Federal regulation could real stabilization 
be achieved. However, this argument could not 
stand the acid test of actual experience, as we have 
seen from the fact that the need for “decontrol” 
was finally recognized in the very places where 
formerly it had been opposed so strenuously. With 
controls removed from meats, fats, oils and similar 
staples a fortnight ago, there has been a progres- 
sive “decontrol” of major food items, so that less 
than 3% of our food budget remains under price 
curbs, compared with roughly 25% before restric- 
tions were lifted. 
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So, for better or worse, 
“decontrol” is the motif 
at present, and we are 
back on the highway to a 
free economy once again. 
All of which means that 
basic economic factors are 
going to assume ever-in- 
creasing importance from 
here on as artificial gov- 
ernment restraints are by 
degrees discarded. De- 
mand and supply will 
once again be the main in- 
fluences in determining 
commodity price levels, 
and the many other fin- 
ancial and industrial ele- 
ments in our economy will 
be felt more and more in 
our national business 
scene. 

The question, then, is 
what are some of the ma- 
jor economic forces which 
will shape the trend of 
business from here on? 
As has been previously ob- 
served in these analyses, 
our economy is marked 
by sharp contrasts and 
divergent influences. 
Probably nowhere is the 
contrast more marked 
than between the infla- 
tionary and deflationary 
aspects of business today. 
Granted that “inflation” 
and “deflation” have been 
much overworked terms, 
this still does not alter the fact that such influences 
exist. Some of the specific inflationary and defla- 
tionary elements are summarized in the accompany- 
ing table, and will be discussed at greater length 
herewith. 

Because the accent in most business discussions 
has been primarily on the inflationary elements, 
these might well be considered first. It will be noted 
that these are classified under three broad group- 
ings; financial, labor and commercial-industrial, 
since each has an important bearing on our present 
economic structure. 

The financial factors conducive to inflation have 
been with us for some time, but merely because this 
is so, they tend to become accepted with less and 
less question and the danger exists that they are 
taken for granted, with a corresponding slackening 
in public vigilance. Probably most conspicuously 
on the inflationary side is the tremendous Federal 
debt, approximating $262,000,000,000. Although 
the Treasury is now embarked upon a program of 
debt reduction, the net debt position is still very 
great. It constitutes an inflationary potential for 
three reasons, primarily: (1)—being monetized 
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through bank ownership, in large part, it expands 
bank deposits and lending power, (2)—debt serv- 
ice on so great a sum constitutes an added drain on 
individual and corporate pocketbooks, and (3)— 
historically, extraordinarily large government debts 
have engendered inflationary policies, some, to the 
point of devaluation or repudiation. 

Another financial factor that bears watching is 
the rising trend of money in circulation. According 
to the familiar “quantity theory” of money, the 
amount and turnover of money in the hands of the 
public have an effect on prices, by virtue of increas- 
ing or reducing the number of dollars which people 
have to trade into goods. Monetary circula- 
tion is rising to new peak levels, with some 
$28.4 billion outstanding at the end of Sep- 
tember, compared with the previous record of 
$28 billion in December, 1945. Not all of this is 
actually “circulating” in the literal sense of that 
word, however. An indeterminate—but fairly large— 
percentage of it is being hoarded, for one reason or 
another. Some of the hoarded currency represents 
the cache of black market 
operators and tax evaders, 





creased as part of what was then designated as a 
“reflationary” program, the object of which was to 
stimulate prices generally and to speed recovery. 
While gold still stands at the $35 per ounce value 
assigned to it in 1934, silver has been the object of 
great pressure from its well-known “bloc” in Con- 
gress, and on August 1, 1946, the Treasury’s buy- 
ing price was marked up from 71.11 cents to 90.5 
cents per ounce. Though such action has far less 
impact on our economy than in the depression days 
over a decade ago, it is just another added influence 
on the inflationary side. 

In this connection, it is interesting to note the 
rumors which recur and persist on a possible mark- 
up in gold prices in the near future. Although the 
report has wide circulation, all authoritative sources 
consider it most unlikely. 

Not all the inflationary factors are financial in 
nature, however. A large measure of such inflation 
as we have had is attributable to certain Jabor poli- 
cies. Wages have been sharply on the increase since 
the start of the war, but the mere fact of such in- 
crease is only part of the 
story. The crux of the situa- 








who, for obvious reasons, 
cannot deposit their holdings 
in conventional banking chan- 
nels. This illicit cash, as well 
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Economy 
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tion is the rising labor cost 
per unit of production, which 
has been a source of upward 
pressure on prices. This, 
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ment financing has been on 
the increase since the end of 
the war, and is gaining momentum. In August, 
1945, installment loans amounted to $1.9 billion, 
and, by the close of the following December, had 
risen to $2.3 billion. Continuing the steady climb, 
the present loan total stands at approximately $3.2 
billion, and is still mounting, This is a situation 
roughly comparable, in its effects, to the afore- 
mentioned expansion in the money supply, in that 
it broadens the base of consumer buying power. 
Authoritative observers predict that the installment 
loan total will advance to $12 or even $15 billion 
a year or two hence. 

‘No comment on inflationary influences would be 
complete without at least passing reference to the 
Government’s monctary policies regarding silver 
and gold. Back in the early nineteen thirties, the 
Treasury’s buying prices of these metals was in- 
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earnings, as they were ecarlicr 
this year. 

Looking to the other side of the ledger, a num- 
ber of “deflationary” influences are readily appar- 
ent. Foremost of these—among the financial fac- 
tors—is the gradual firming of monev rates—a 
trend which has been under way since last spring. 
The gradual, almost imperceptible trend away from 
extreme “casy money” toward a more rcasonable 
return on capital funds is due to various causes, 
principally a change in Federal fiscal policies, and 
in the demand-supply balance in the monev market. 
The initial effects of this gradual transition have 
already been scen in the bond market, and is a 
factor to be reckoned with in preferred and com- 
mon stocks as well. 

Also important on the deflationary side is the 
current drive on the part of the Administration to 
reduce Federal expenditures as far as possible. A 
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cut in Government spending is deflationary—and 
highly desirable—first, because it is working in the 
direction of bringing: Federal outlays in line with in- 
come, and thus helping to achieve budgetary balance 
on a cash basis, and, secondly, because it removes 
just that much.money from circulation. This is the 
reverse action of, the “pump priming” effect of Fed- 
eral spending in the early nineteen thirties. 
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Still another deflationary influence, though 4 
minor one, is the moderate decline anticipated for 
farm income for 1947. Reflecting an anticipated 5% 
decline in gross farm receipts and a rise in operating 
costs, net earnings of farmers is expected to approxi- 
mate $14.7 billion next year, a 15% drop from the 
1946 level. This will mean a corresponding decrease 
in the farmers’ overall spending power, but its effects 
on the economy as a whole will be slight. 

Since the sharply rising trend of consumer credit 
has been ‘mentioned as an inflationary influence, 
there is a partially offsetting influence in the form 
of the credit curbs instituted by the Federal Re- 
serve authorities. Regulation W is the instrument 
set up by the Board to prevent excessive credit ex- 
pansion, and it has been tightened in several respects 
of late, chiefly by shortening the time limits for 
installment loans, and by increasing its scope to 
cover transactions up to $2,000, compared with the 
former $1,500 limit. 

Turning to the commercial-industrial factors 
making for lower prices, it may surprise some to 
note elimination of prrice controls listed as adefla- 
tionary influence. While it is true that most in- 
stances of price decontrol to date have been followed 
by an immediate spurt in prices, such price advances 
have been short lived. This is because supplies be- 
gan to move to markets once the control barriers 
were removed, bringing about a more realistic mar- 
ket situation. Although the free market prices 
thus obtaining were above old OPA ceilings in 
most instances, they were still well below the black 
market prices heretofore existing, and, what is more 
important, supplies were once more available. 

This whole question of the return to a free mar- 
ket brings to the fore the matter of supplies, since 
this factor, plus demand, will be the governing 
forces shaping price trends from here on. In this 
respect it is noteworthy that inventories are sharply 
on the increase, rising to a new record peak of $31 
billion at the end of August, a $1.1 billion incre- 
ment over the previous month. As this rising tide 
of production moves into civilian goods markets, 
shortages will become less acute and price mark- 
downs may be expected. Already this is true of 
certain isolated markets and products, chiefly 
radios. | 

Just now, a large proportion of the inventory 
supply cannot yet move on to the waiting consumer, 
owing to lack of component parts, thus delaying 
final assembly. However, this situation is being 
gradually improved, and as the improvement takes 
place, the movement of goods to the final consumer 
will be accelerated. 

What this implies for the price outlook is sug- 
gestively summed up in the Department of Com- 
merce’s recent comment: “Further sharp increases, 
of the kind experienced i in July, would soon bring 
over-all inventories out of balance with sales, and 
would inevitably be followed by a serious readjust- 
ment.” 

While inventory accumulation has been conspicu- 
ous in manufactured (Please turn to page 170) 
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Coming 





Competitive 


Clash 





By JOHN D. C. WELDON 


W E ARE APPROACHING a period in our 

economic history in which competi- 
tion will be renewed and intensified, and in 
which new factors will enter the struggle 
for the consumer’s dollar. The coming 
commercial rivalry will be complex, for it 
will originate from various sources and | 
will have far-ramifying effects. As a result, 
some companies will emerge from the com- 
petitive fray greatly strengthened; others, 
by contrast, will be adversely affected. 
Still others may be forced to a marginal 
status or may be virtually eliminated. 
Here, then, is a question of prime impor- 
tance to discerning business men and in- 
vestors who wish to anticipate and prepare 
for coming events. 

In some instances, the competition will 
be caused by technological factors, in others, it will 
be due to economic causes. Broadly speaking, we 
may look for competition to shape up along three 
major lines: (1) through corporate diversification 
into new industries and markets, (2) through de- 
velopment of synthetics and new products, and (3) 
through a return to “buyers’ markets” as produc- 
tion begins to meet consumer demand and shortages 
accordingly are eliminated. 








Diversification Plans Changed 


Corporate diversification into new fields of en- 
deavor is by all odds one of the distinguishing char- 
acteristics of our times, and is a trend which was 
given great impetus during the last war. When the 
nation’s industrial leaders were called upon to ex- 
pand their production and personnel to fantastic 
heights shortly after Pearl Harbor, they were not 
slow to realize that a day of eventual contraction 
would come, and that plans must be laid well in ad- 
vance preparing for such contingency. For com- 
panies which could return to a pent-up civilian 
goods markets, this prospect offered little problem, 
but for the typical “war babies” which would face 
drastic contraction, preparatory action was impera- 
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Photo by F. L. Jacobs Co. 
Better washing machines, like better mousetraps, will pave 
the way to success in the competitive scramble unfolding. 



























tive. So, very early in the war there developed a 
rash of “postwar planning” projects, many of which 
were on the ludicrous side, but from this concerted 
effort originated some of the definite diversification 
plans which are now taking root. But while each 
announcement of postwar diversification implied 
increased earning power for the corporation in 
question, it also meant keener competition for the 
concerns already established in the fields being in- 
vaded. Little wonder, therefore, that the earlier an- 
nouncements of aircraft companies’ intentions of 
making washing machines, vacuum cleaners, 
refrigerators, and similar home appliances were 
viewed with great apprehension by existing manu- 
facturers in these markets. However, as “‘post- 
war planning” became more mature and was more 
carefully studied, many of these initial projects 
were dropped, and diversification plans took on a 
different aspect. The new direction of such plan- 
ning was to adhere, in the main, to products in which 
the diversifying company would have some economic 
or competitive advantage, rather than to rush 
blindly into seemingly attractive markets. 

Not all cases of product diversification were of 
war origin, however. With some organizations, 
variation of activities has. been a practice for some 
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which the large soap 
manufacturers are 
aware, and tor which 
they are preparing, 
On the other hand, 
the decision of an ag- 
gressive, old time auto 
parts firm like F. L, 
Jacobs to invade the 
washing machine mar- 
ket with its “Launder- 
all” model, described 
in the trade as a first- 
rate product, may 
make serious inroads 
on the share of busi- 
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time, and the trend was continued into the postwar 
period. 

Many pages would be necessary to list all — or 
even a major part—of the diversification projects 
of American industry, but those listed in the ac- 
companying table are typical of some of the more 
important plans under way. But in evaluating the 
probable effects of these programs, discernment and 
discretion are needed. It stands to reason that the 
competitive effects on established companies in the 
ficlls entered will vary greatly. Simply because 
some chemical companies are making detergents is 
no reason to look for drastic effects on Colgate or 
Proctor & Gamble, but it is rather a trend to be 
taken into account in evaluating the position of the 
soap makers. 

Normally, the domestic soap market anproxi- 
mates 3.5 billion pounds a vear, but within the next 
three or four years “soapless soaps” or detergents 
are expected to reach possibly 500 million to 600 
million pounds. This will obviously be felt in the 
market for soap, as such, but it is something of 


In an industry that is 
becoming increasingly crowded, Eversharp’s promo- 
tion of its new Schick Injector razor may mean a 
further competitive squeeze for American Safety 
and Gillette. The second reason why Eversharp’s 
program is watched with such keen interest is be- 
cause the invasion of the razor business is expected 
to be the precurser of a large-scale diversification 
drive, concentrating on prccision-type products. 

But diversification is something which sometimes 
can work two ways, for while Eversharp is pushing 
into new lines, it is fecling increasing rivalry in its 
basic product, fountain pens, particularly from 
Reynolds and its new “ball point” model. 

Among the interesting examples of war industries 
extending their operations into civilian fields are 
Flectric Boat and the Henry Kaiser companies. 
Electric Boat, long identified with submarine and 
boat building, has an extensive diversification pro- 
gram under way, much of which has not been pub- 
licly announced. However. foremost among the nro- 
jects which have been publicized to date and listed 
in the accompanying (Please turn to page 168) 
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PRODUCTION 
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By 
H. M. TREMAINE 


THIRSTY CAMEL can consume 
vast amounts of water, accord- 
ing to reliable testimony of natural 
scientists. It seems rather fanciful 
to intimate that any resemblance 
between an Arabian dromedary and 
Uncle Sam could be more than coincidental, but 
such a comparison is suggested by our apparent 
ability as a nation to swallow an amazing quantity 
of manufactured goods without nearly satisfying 
our appetite. 
Records indicate that industrial production, de- 
spite widespread labor troubles, has been main- 
tained at an exceptionally high level. Yet scarcities 
of desirable merchandise seem more acute now, 
fifteen months after the end of hostilities, than while 
we were at war and all our energies were concen- 
trated on making the United States an effective 
“Arsenal of Democracy.” The question naturally 
arises then, 
Where has this 
tremendous out- 
put of peacetime 
materials gone? 
Moreover, on the 
basis of experi- 
ences to date, one 
reasonably may 
ask whether our 
greatly enlarged 
production fa- 
cilities are capa- 
ble yet of sup- 
plying current 
wants—let alone 


A 
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While smoke pours forth from all the factory chimneys and 
employment is high, question now is where are all the goods? 


satisfying great accumulations of deferred demand. 

Searching for plausible explanations of the great 
paradox of unprecedented shortages in a land of 
plenty, the student of present day conditions finds 
these important reasons for current economic dis- 
tress: 

1. Necessity for filling extensive “pipelines” of 
distribution to meet normal business requirements. 

2. Accumulation of enormous inventories of fin- 
ished or semi-finished products; some voluntary 
hoarding, some involuntary backing up of manu- 
factures awaiting deliveries of missing parts. 

3. Storing of finished goods to guard against dis- 
ruption of normal sales activities by reason of un- 
foreseen labor tie-ups. 

4. Increased exports of foods and matcrials. 

5. Continuance of labor disturbances in chan- 
nels of distribution. 

6. Distortions in estimates of actual physical 
volume of output. 

Undoubtedly, the greatest single factor contribu- 
ting to protracted scarcities has been the building 
of inventories. The extent to which “pipelines” in 
all industries had been drained during the war 
probably is not generally appreciated. We all are 
familiar with what occurred in the automotive in- 
dustry—the virtual disappearance from the market 
of every new motor car. When it is considered that 
for ordinary purposes there is a need of dealer in- 


129 








ventories of at least a million cars for showroom 
samples, for demonstration to prospective pur- 
chasers and for immediate delivery to customers, it 
readily is understandable what must be accom- 
plished to restore normal sources of supply. Motor 
car manufacturers, for example, hope to produce 
three million passenger cars this year, but none of 
the new vehicles will be available for usual display 
purposes. If any go into storage, it will be for the 
black market. 

Production bottlenecks encountered in the auto- 
mobile industry probably are typical of handicaps 
in other lines. Uneven flow of materials tends to 
create unnecessary ‘accumulation of inventories. 
Attention was called to this only a week or two ago 
by the Automobile Manufacturers Association which 
attributed the 6 per cent decline in September pas- 
senger car factory sales to critically low inventories 
of materials and parts. A serious lack of balance 
was prevalent among virtually all plants. Relative- 
ly plentiful supplies of some items were available 
while other components remained in a continuous 
state of emergency. In some instances, rapid transit 
handling was essential to keep assembly lines run- 
ning. 

The ever increasing shortage of lead loomed as 
the most depressing influence in the automobile 
situation. Production of batteries in which lead is 
an essential part has fallen to a level which threat- 
ens motor transportation facilities. The lack has 
become so acute that the American Automobile As- 








Substantial Part of Our Production 
Is Going Overseas 


United States Commodity Exports 


(in thousand dollars) 





















































1936-38 July 
Monthly Avge. 1946 

Textile fibers & mfrs. $34,084 $103,245 
DE MND os scec oss scacecekoscncnsascs-secassowzessenceent 9,207 15,452 
Petroleum & products 28,691 35,797 
Motor fuel & gasoli 6,823 5,624 
Metals & Mfres. (except mach'y & vehicles) 30,526 57,123 
Iron & Steel-Mill Products (except scrap).... 12,397 35,30) 
Mach'y & vehicles 65,352 182,288 
Electrical mach'y & apparatus ................000+ 8,502 24,985 
Motors, starters & controllers .... a 636 2,667 
Electric refrigerators & parts ...........:.c0+ 1,604 1,715 
Electrical appliances (except lamps)............ 466 942 
Radio apparatus 2,319 4,990 
Industrial mach'y 18,580 74,388 
Engines, turbines & parts ............:c.:ssccccesesees 1,177 23,242 
Steam | tives 142 16,196 
Construction & conveying mach'y .................-- 1,626 7,747 
Office appliances ........ 2,684 4,757 
Typewriters, standard, new 614 1,311 
Agricultural mach'y & parts ............:cccccee 5,410 14,104 
Tractors, parts & ies 3,695 9,119 
Automobiles, parts & ies 23,820 38,297 
Motor trucks, busses, & chassis, new 6,308 15,124 
Passenger cars & chassis, new 9,388 10,583 
Chemicals & related products .................... 10,579 40,378 
Medicinals & Pharmaceutical preparations.. 1,374 12,312 
Plastic materials 523 2,771 
Scientific & professional instruments, 

apparatus, etc. 95) 5,114 








Source: Foreign Commerce Weekly Oct. 19, 1946. 























sociation recently reported no replacement batteries 
for sale in.New York City. In some cases, new pas- 
senger cars can be put in service only with the use 
of batteries taken from used vehicles. 


The Construction Enigma 


The building industry is another which normal 
supplies had been reduced virtually to the vanishing 
point. Here again instances are found of substantial 
accumulated production withheld from consumption 
because of unavailability of small components. Ob- 
servers report large numbers of new houses in which 
construction has been stopped for lack of heating 
units, window frames and glass as well as plumbing 
supplies. One of the principal manufacturers of 
residential housing equipment recently reported that 
it had more than $2 million worth of new oil heaters 
which it could not deliver to customers because of 
a lack of small motors. This represented only one 
instance in which substantial quantities of steel and 
other raw materials had been fabricated only but 
not completed for delivery. Another manufacturer 
of a new type of washing machine also had accumu: 
lated a large inventory of semi-finished goods await- 
ing receipt of small motors. 

Great furore over homes for veterans has had for 
its foundation the scarcity of critical materials. 
Lumber has become more plentiful in recent months, 
but certain types on which OPA ceilings have tended 
to retard output remain restricted. As a result 
many contractors have withdrawn from the residen- 
tial construction field because of undue delays en- 
countered in completing projects. In this connec- 
tion, officials of the leading factor in building sup- 
plies estimate that at least a year of capacity 
production would be required to fill warehouses and 
dealers’ shelves with sufficient inventories to handle 
normal requirements. This estimate is based on the 
assumption that in the meantime all construction 
would stop. This may give one an idea of the great 
vacuum that needs to be filled before a steady flow 
of materials can be expected in the building in- 
dustry. 


“Invisible Inventories" 


Undoubtedly there has been some accumulation of 
manufactured products in the hands of producers 
and primary distributors. In addition, it is gener- 
ally believed that invisible inventories in retail chan- 
nels and in the hands of consumers may be relatively 
large in some lines. It has been observed that sales 
and deliveries of some household appliances such 
as vacuum cleaners were not interrupted by strikes 
at manufacturing plants. It would seem reasonable 
to assume that inventories which previously had been 
stored were drawn upon during strikes to make 
deliveries. This policy enabled such concerns to 
keep sales organizations active. Even under normal 


conditions, most large manufacturers carry an in- 
ventory of finished products from which prompt 
deliveries may be made at times when production 
may be interrupted. At present when conditions are 
so unsettled, it would be only natural to look for 
even larger inventories than usual. 

The recent sharp decline in cotton and other com- 
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modities attracted widespread 
attention among retailers and : ; F 
apparently brought out sup- Ratio of Employment to Production in Selected Industries 
plies of certain scarce articles nianoiibmeiiids 
that had been withheld in ex- sdeaniath tid tineeidiaaitiads 
pectation of higher prices. It Industrial Production* Employmentt Expressed as a % 
was noticeable, for example, = = -_ - 7 ~~ 
that hard-to-get building ma- Durable Manufacturers .......cccccccc00 292 202 195 160 67% 79% 
terials such as hardware and een See 187 179 156 138 83 77 
ails became more plentiful in Machinery 371 245 209 192 56 78 

¥ f Ae Automobil 188 4=«178 149°—«173 79 97 
the hands of retailers. Nonferrous Metals & Products .... 196 143 167 162 85 113 

Export markets have taken Stone, Clay and Glass Products. 169 196 108 133 64 68 
a greater percentage of Amer- III i ara cecanccsciccesdeseracnscapenssoness 134 146(a) 90 101(a) 67 69(a) 

t=) 

ican output this year than be- Non-Durable Manufactures. ............. 165 158 18125 71% «79% 
“ - 4 Textiles and Products 132 153 92 103 70 67 

he > £ - 
fore the ied 7 the beats Leather and Products .. 109 128(a) 90 103(a) 83 80(a) 
panying table indicates. Press Mfd. Food Products ...... 147 148 127 129 87 87 
dispatches have referred to ex- | Tobacco Products ............. 128 140 83 92 65 65 

a . a : Paper & Paper Products .............. 135 138 116 135 86 98 
tensive shipments of automo Printing & Publishing .................--. 105 124 97 116 92 93 
biles, tires, sugar, nylons and Petroleum & Coal Prod. .............. 267 174(a) 128 140(a) 48 80(a) | 
other items for which domes- | Chemical Products ......s::.::-:ss0 307-234 223 164 73 70 
ic consummate have heen clam- Rubber Products ...........:::csccsssessee0: 218 216 160 184 73 85 | 
oring. Such reports may have | *As measured by the Federal Reserve Board Index of Industrial Production, 1935-39—100. 
exagoerated the importance tAs measured by the Bureau of Labor Statistics Index of Factory Employment, 1939—100. 

wate : (a) June, 1946. 
of exports as a factor in reduc- | 
ing supplies available for the —— : = 


home market. Nevertheless, it 
is generally agreed that food 
shipments have been of record-breaking proportions 
and that higher prices available abroad for such lux- 
uries as nylons have attracted supplies that otherwise 
would have been available for American consumers. 
Shipments from the United States for United 
Nations Relief & Rehabilitation Administration pro- 
gram in Europe are expected to exceed $2 billion 
this year. This compares with a contribution from 
American sources of $1.7 billion worth of civilian 
supplies in the last six months of 1945. President 
Truman reported that as of June 30 the United 
States had shipped more than nine million tons of 
supplies having a value of slightly less than $1.2 
billion. Shipments up to the end of June included 
almost six million tons of food, 424,000 tons of cloth- 
ing, textiles and footwear, 400 million tons of in- 
dustrial rehabilitation supplies and 1.3 million tons 
of other supplies, including military surpluses. 


Heavy Exports Indicated 


In addition to UNRRA shipments, ordinary ex- 
ports have been running at between $700 mil- 
lion and $800 million monthly. Even allowing 
for the fact that prices are substantially higher 
than in past years, this volume of exports is well 
in excess of anything achieved in recent peacetime 
years. As an indication of the trend in such an 
important industry as steel, it is noted that exports 
now are taking about 15 per cent of production in 
contrast with perhaps 7 to 8 per cent of production 
in the years immediately preceding the war. 

Little need be said on the influence of the truck 
strike in New York City and the maritime strike 
which has virtually paralyzed coastal shipping. It 
is obvious that the virtual blockade has contributed 
to involuntary inventories of semi-finished products. 
Moreover, production itself has been seriously im- 


NOVEMBER 92, 1946 





paired in some lines and _ industrial concerns. 

Reference has been made to the probable distor- 
tions in estimates of actual physical output. These 
discrepancies arise from (Continued on page 167) 








PROGRESS OF RECONVERSION IN 
SELECTED INDUSTRIES 


CURRENT OUTPUT AS % OF PEACE-TIME RATE 
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Happening tn Washington 





fj worsen Exection Day has gone into the an- 
nals of history but the public, weary after many 
months of listening to campaign oratory, charges 
and counter-charges, will not be treated to a breath- 





WASHINGTON SEES: 


Scores of members elected to serve in the 
next House of Representatives are certain to be 
caught in the vortex of conflicting demands for 
adherence to policy lines of groups which in- 
dorsed them for election even though the in- 
dorsement was a formality which was not fol- 
lowed by campaign effort and even if, as was 
true in some instances, the indorsement was 
rejected. 

In many states, aspirants for house seats car- 
ried the backing of old-line and brand-new 
political action groups whose legislative aims 
are poles apart. 

For the most part, this year's election was 
carried on by the regular party organizations. 
But that did not deter outside interests from 
proffering "indorsements'—naturally with the 
hope and expectation of being paid off in po- 
litical favor. There were at least five notable 
instances where the America First Party and 
the CIO-PAC backed the same candidates! 

Few who ran with serious prospect of being 
elected wanted the indorsement of the America 
First Party, and many went to great lengths to 
reject it when it came. Yet the "Firsters" have 
on their approved list 109 members seeking re- 
election, ee of whom face defeat, and it is 
certain the organization will demand a share of 
the glory and the fruits of victory. ClO-PAC 
is backing, more or less, about 100 members of 
the present house, and the unions, in the words 
of John L. Lewis, who put organized labor into 
politics, ‘will never be satisfied with the crumbs 
which fall from the table" of those it had be- 
friended. 








Post-Election Political Trends 


By E. K. T. 


ing spell. Under the American system of choosing 
trustees to handle the business of government oper- 
ation, the mid-term balloting is regarded little more 
than a dress rehearsal for the Presidential extrava 
ganza which, this time, is set for 1948. 

Politics is an around-the-clock, around-the-year 
business for headquarters of the major parties. Ex 
perts in the ranks of each already have their “ex- 
planations” of what happened Nov. 5—had them 
ready, in fact, before the votes were counted. 
It is accepted practice for the winners to read 
into the results, a “trend”; for the losers to 
discount their importance, to reduce them to 
localized elections. There’s historical basis for 
such an approach for the party in power has, 
with one exception, lost congressional strength in 
every mid-term election for about half a century. 
That exception, of course, was in 1934 when the 
Roosevelt honeymoon was at its highest popularity. 

The politicians naturally have their sights trained 
on 1948. But there are two important legislative 
years which must intervene before the candidates go 
to their constituents and account for their steward- 
ship. It has been apparent from the earliest days 
of the campaign just ended that, regardless of the 
outcome, the swing is to the “right.” It was decided 
early in the vote drive that labor and other political 
pressure groups were unwilling, as in past elections, 
to “play for keeps.” Labor will not write the legis- 
lative ticket in the next two years; there will be a 
re-examination of all statutes in that field and a 
revision of many, against which few vigorous voices 
will be raised on Capitol Hill. 

Republican theories of fiscal operation are on the 
march. That goes both for taxation and Treasury 
activities. But it must be remembered that the 
Democratic administration still presides over the 
Treasury and the possibility of GOP direction, by 
congressional enactments or otherwise, is not too 
bright from that party’s standpoint. 
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From the businessman's viewpoint, German treaty provi-— 
sions already have settled down into two principal classifica— 














for they will overshadow the former at least in the early stages 
of the next talks by the Big Four. 








Reparations will be a major part of the economic side. 
Commissar Vishinsky already has told the Italian Economic Com— 
mission Russia "considers reparations as a cornerstone of the 
peace treaties.” It is noteworthy that he mentioned "treaties" 
— plural. 











Foreign Commissar Molotov drew the fire of Secretary 
Byrnes by reviving the Soviet demand for 10 billion dollars 
reparation from Germany, and that's a sizeable chunk of current 
production. It gets far away from the policy agreed upon in the 

























































































































































Berlin Protocol, at which Edwin W. Pauley represented the United 

ng States. 
ol American position was to disarm Germany, make it impossible for her to begin 
a: another war. But no monetary reparations. After World War I reparations were im— 

posed, Germany borrowed from the victors — mostly the United States, ostensibly to 
ar manufacture goods to sell and pay the international requirements. The industry so 
x: built was used for World War II; this country was not repaid for the loans. 
“4 From the businessman's standpoint, according to Pauley, it boils down to this: 
d. If German current production is siphoned off as reparations, Germany will have no 
ad money to pay for its necessary imports. That means a burden on the American taxpayer 
to —a quarter of a billion dollars this year alone. 
. Relationship between interest rates, mortgage risks, and property valuations 
“_ is headache material. Government commitment under the GI Bill of Rights affecting 
rai home loans is certain to keep interest rates down. Another low interest rate 
Y. pressure is the Treasury Department which, facing the immense public debt, will resist 
he an increase in interest. Outlook isn't a pleasant one and it has government bureaus 
y. — Treasury, Veterans Administration, FHA — greatly troubled. 
a Census studies reflect a bright future for the agricultural implements and 
0 farm machinery industries. More than half a million farms have disappeared, as units, 
d- since 1920 but the average size of the present farm is much larger. Census Bureau says 
ys mechanization is a principal reason, but that modern tooling of agriculture has only 
he reached the 50 per cent mark. 
“ The government agency isn't worried about the effect of modern machines on 
“mf the supply of farm labor. As individual enterprises become larger they are found to 
a be going more and more into the new, attractive field of quick freeze and dehydration. 
a Result could well be increase rather than loss of agricultural jobs. 
a Private building industry which was "caught napping" a dozen years ago when 
™ the federal government went into the building business is watching closely a new 
i. program of the Federal Housing Administration. This time, the building industry 
a "wants in" from the beginning. 
he FHA has quietly set up an urban redevelopment committee to work with local 
he FHA offices on private enterprise, FHA—insured developments to clear slums, provide 
wh low-rent housing, and rebuild blighted areas. 
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Manufacturers of branded merchandise previously sold to the armed forces and 
which may now be declared surplus and sold, have been concerned about present condi- 
tion and quality of the products which bear the names they have paid millions to 
popularize as standards of highest quality. Solution of their problem may be at 
hand as result of a deal made by the Coca Cola Company with the U. S. Department of 
Agriculture. Coca Cola will replace syrup of questionable quality, at no cost to 
Agriculture, thus protecting brand name and good will. Sale will then proceed in 
accord with established surplus procedure. aa 









































Curtailment of the army air program has permitted the United States to slip 
from top spot in the world to third place — behind Russia and England. Fault lies 
with congress. The War Department asked for 190 million dollars to rebuild its re-— 
serve, the budget bureau cut that to 90 million, and congress reduced it to 56 mil— 
lion. The navy has 76 million for its air reserve alone. 




















Meanwhile, bottleneck in light plane production has held back the expected 
boom in private flying. Hard hit are the airport operators who are seeing the 
bonanza of GI easy money cracking up. Plane manufacturers were not prepared for the 
rush of orders, engine companies even less ready because of short stocks of parts. 
CAB orders have grounded hundreds of planes in tighter safety law enforcement drive. 























south and Far West will constitute a much larger share of the nation's markets 
than they did before the war. This conclusion is based upon recently—completed study 
of income payments to individuals which reflected the results of wartime spread into 
those sections. And it appears to be continuing in the post war era. 








Thomas Committee investigation of the cotton market break has been discredited 
in its very inception by the nature of testimony early presented. The Oklahoma Sena— 
tor whose name the committee bears suggested it was an Administration drive to beat 
down prices. Forgotten, evidently, was the fact that an election was just around the 
corner and cotton state votes were needed. It doesn't sound logical. 























Warning by government experts that resistance by the public to high prices 
for cotton textiles will give mills a real selling problem next spring, will load 
retailers shelves with unsold goods, was taken more seriously here. 

















Actually, the Administration is worried about the cotton price, has sought to 
counsel the growers who must plant with an eye to future demands. But Washington 
experts can do less with the facts and the recorded business history than the poli- 


—"ewe————————— TN 


ticians have been able to do with a polished—up "Cotton is King" speech, they are 
finding. 

Factors basically political motivated the White House to begin the ending of 
OPA with meat decontrol and the steps which followed in rapid sequence. The pricing 
agency had become too much of a political liability for the Administration to carry. 
So it became the whipping boy. 

Dissolution of the egency is next. Rent controls are unlikely to go, at least 
before the first of next year, but in its final stage that part of the program 
probably will be under the Federal Housing Administration. The amended law requires 
decision by Jan. 1 on which commodities so affect the cost of lving as to require con-— 
tinued ceilings. The decision will come much sooner — probably within the next month. 


















































All wartime federal controls are on the way out. Since there is little pros— 
pect that the Second War Powers Act will be extended by the next congress, many of the 


restriction orders such as those on tin, lumber, and other commodites under CPA will 
be dropped about March 31, 1947. 
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What About... 
Cartels To-day ? 








[2t2F NATIONAL 
cartels were 
often spoken of 
during the war 
as one of the 
major problems 
to be faced in the 
postwar world, 
yet since VJ-day 
there has been a 
strange silence 
regarding the 
whole subject. 
This change in 
public opinion 
from one of deep 
concern to ap- 
parent indiffer- 
ence reflects the 
abnormal condi- 
tions prevailing 
in world trade where, as in domestic business, the 
task has not been to find markets, but to find goods 
for satisfying the tremendous accumulated de- 
mands. 

The only pressure upon commodity prices has 
been upward, not downward. Most of the cartels 
still active are operating to allocate available sup- 
plies and to prevent prices from rising excessively, 
rather than restricting output and maintaining 
prices. Recently, however, American exporters 
have noted some change in the attitude of foreign 
buyers who, like domestic buyers after the most ur- 
gent demands have been met, are becoming more 
critical as to price and quality and are no longer 
willing to take anything that may be offered. 
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Photo by INP 
Tops on the agenda of most nations preparing to foster 
world trade is the controversial question of cartels. 


By NORMAN T. CARRUTHERS 








The subject of 
cartels is per- 
haps one of the 
most complicated 
and most contro- 
versial of any en- 
countered in the 
field of econom- 
ics. In the ex- 
tensive literature 
on the subject, 
the experts can- 
not agree even on 
the matter of 
definition, inas- 
much as “cartel” 
is used with ref- 

| erence to agree- 

{ ments of such 
widely varying 

|. type, purpose, 

and scope as well as commodities. 

In a broad and general sense, the term is used for 
three principal types of international agreement: 
(1) Private agreements among producers for the 
purpose of limiting production, allocating exports. 
and thereby maintaining prices; (2) Government 
controls over the production, exports, imports, con- 
sumption, and prices of basic commodities; and (3) 
International agreements, private or governmental, 
for the cross-licensing of patents, exchange of tech- 
nical information, pooling of research, etc. 

It is often difficult to distinguish clearly between 
the first and second, inasmuch as business organiza- 
tions that are members of private cartels usually 
work closely with their respective governments, and 
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likewise government commodity controls usually 
work to considerable extent through the established 
private business houses. The third type involves a 
countless variety of different arrangements, through 
such means as agreements, conferences, informal 
“understandings,” pools, licenses, export associa- 
tions, holding companies, subsidiary companies, 
foreign branches, affiliates, and so on, that are al- 
most hopeless to deal with effectively or even to 
trace. 


Growth of Cartels 


International cartels attracted little public atten- 
tion until the depression years of the nineteen 
thirties. Although a limited number were organized 
prior to 1900, the first major impetus for their ap- 
plication on a widespread scale was World War I 
‘and its problems of allocating world supplies of 
food and industrial raw materials. 

Following the short postwar boom, which termi- 
nated the wartime inflation and brought about a 
collapse in commodity prices in 1920, there was 
further impetus for international agreements to 
cure the overproduction of many important com- 
modities, restrict and allocate exports, and allevi- 
ate the ruinous fall of prices. Cartels were extreme- 
ly active during this interwar period, although it 
cannot be said that they were uniformly successful. 

The scope of cartel control in world trade prior 
to World War ITI can only be estimated roughly, 
due to the impossibility of tracing numerous of the 
loosely-knit association, but one careful study con- 
cluded that during the years 1929-87 about 42% 
of total world trade was either controlled or influ- 
enced. Another study, based upon 1937 figures, in- 
dicated that about 32% was “dominated or con- 
siderably influenced.” About 6% was made up of 
foodstuffs, including sugar, meat, coffee, and tea. 
Raw materials and semi-finished goods made up 
14%, including petroleum products, rubber, cop- 
per, pulp, fertilizers, pig iron and scrap, tin, and 





silk. Manufactured products made up the other 
12%, including steel, electrical machinery, news- 
print and other paper, chemicals and pharmaceu- 
ticals, dyestuffs, and optical and other instruments. 

The number of cartels in operation in 1939 has 
been estimated at 6,000 or more. Although this 
form of international agreement had its earliest, 
and perhaps greatest, development in Germany, 
many strong groups were built up in England and 
other countries. Among the more important com- 
panies in Germany that will be remembered, but are 
now pretty well broken up, were the Allegemeine 
Electricitaets Gesellschaft (AEG), Herman Goer- 
ing Werke, Frederich Krupp Aktien-Gesellschaft, 
Interessengemeinschaft Farbenindustrie Aktien- 
Gesellschaft (I. G. Farben), Siemens & Halske 
Aktien-Gesellschaft, and Carl Zeiss. 

In England there were the Anglo-Iranian Oil Co. 
Ltd., Associated Electrical Industries, Ltd., Cour- 
tald’s, Ltd., DeBeer’s Consolidated Mines, Ltd., 
Imperial Chemical Industries, Ltd., Imperial To- 
bacco Co. (of Great Britain & Ireland) Ltd., Lever 
Bros. & Unilever, Ltd., Rand Mines, Ltd., and 
Vickers, Ltd. 

Some of the familiar companies in other coun- 
tries were, in Holland, the N. V. Phillips Gloeilam- 
penfabrieken, and N. V. Koninklijke Nederlandsche 
Maatschappij (Royal Dutch Co.) ; in Sweden the 
Aktienbolaget Svenska Kulagerfabriken (SKF) ; in 
France, Schneider & Cie.; in Italy, Montecatini So- 
cieta Generale per |’Industria Mineraria e Chimica, 
S.A., and Societa Nazionale Industria Applicazioni 
(Snia) Viscosa; in Canada, the International Nickel 
Company of Canada, Ltd., and in Japan, Kokusan 
Kogyo Kabushiki Kaisha, and Mitsui & Co. Ltd. 

In addition to these large corporations, the con- 
trol of certain basic commodities has been handled 
through groups such as the International Rubber 
Cartel (now in liquidation), and the International 
Tin Committee, which operats in the open and pub- 
lish regular reports. Moreover, it was, and still is, 

the custom of many foreign govern- 
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ments to take an active part in 
cartels and to direct the country’s 
foreign trade as an instrument for 
the advancement of the national 
economic (and sometimes military) 
interest. The big’ foreign banks 
also participate to an important 
extent. 

In the United States, agreements 
to restrain trade by limiting pro- 
duction, allocating markets, and 
fixing prices are illegal under our 
anti-trust legislation embodied in 
the Clayton Act and the Sherman 
Act. An exception is made, how- 
ever, for associations of American 
companies for the purpose of ex- 
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ne port only, in the Webb-Pomerene 
‘/ Act, passed in 1918 in an effort to 
enable American exporters to or- 
ganize among themselves for meet- 
ing the competition in foreign mar- 
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countries. (Of course, numerous other 
American laws have been passed which 
also provide for a lessening of com- 
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petition and for the legal fixing of 
prices in connection with the exten- 
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sion of government regulation over 
enterprises in such fields as trans- 
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utilities, agriculture, meat packing, 
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The U. S. Department of Justice 
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has in recent years brought anti-trust 
cases against a considerable number 
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of American corporations which en- 
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ments, exchanges of patents, etc., have 
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in this country and were therefore |— 
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illegal. The list of American corpora- 

tions that have been subjected to criticism of this 
character reads like a “Who’s Who on the New 
York Stock Exchange.” 

It includes such leading companies as Allied 
Chemical & Dye, Aluminum Co., American Viscose, 
Bausch & Lomb Optical, Bendix Aviation, Climax 
Molybdenum, Corning Glass, Dow Chemical, du 
Pont, General Aniline & Film, General Electric, 
International Business Machines, International 
Telephone, Merck & Co., National Lead, New Jersey 
Zinc, Owens-Illinois Glass, Radio Corporation, Rem- 
ington Arms, Standard Oil of New Jersey, Sterling 
Drug, and Westinghouse Electric—to mention only 
a few. 


Anti-Trust Suits 


Undoubtedly it seemed paradoxical to business 
and to the public when, in one case after another 
during the war, one branch of our Government 
(Justice) attacked the same companies to which 
other branches (Army and Navy) were awarding 
the coveted “E” pennants for excellence in war pro- 
duction. This apparent inconsistency, however, re- 
lates to the timing, rather than the merits, of anti- 
trust suits. 

In view of the complexity of all such suits, the 
intricate legal questions involved, and uncertainty 
as to how far some of the newest Supreme Court 
Justices might go toward modifying earlier inter- 
pretations, many companies chose to avoid long 
drawn-out court actions by pleading “nolo con- 
tendere” and signing consent decrees to desist from 
the alleged illegal practices. In numerous cases, the 
Army and Navy requested that anti-trust suits be 
deferred for the duration, on the grounds that the 
time of top business executives could be better spent 
in their plants upon which our winning of the war 
depended, rather than in compiling data and testi- 
fying in court. 

The problem, however, has merely been deferred, 
not solved, and today looms as large as ever. Busi- 
ness organizations interested in world trade, as well 
as foreign trade associations, international lawyers, 
and others have been devoting a great deal of time 
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to studies seeking methods for the government regu- 
lation of American corporations entering into such 
international agreements. Programs have been 
drawn up by the National Foreign Trade Council 
and others to bring about such regulation by re- 
quiring the public registration of all such trade 
agreements and by other means. 

Unfortunately, most of these programs are ex- 
tremely technical and involved. Moreover, there is 
widespread doubt as to whether registration would 
be practicable and accomplish the ends desired, be- 
cause of the complex and diverse types of organiza- 
tions of the different countries that operate inter- 
nationally. First, it is manifestly difficult to de- 
termine the exact meaning of “full disclosure” of 
such agreements. Secondly, experience has shown 
that such agreements are not always lived up to by 
the signatories themselves, when circumstances put 
too heavy a penalty on compliance, or offer too at- 
tractive a premium on violation. Thirdly, it is not 
usually possible to obtain from the Department of 
Justice a binding opinion in advance as to the 
legality of a proposed agreement, since so much de- 
pends upon how it will be applied in actual opera- 
tion. 


Free Trade vs. Cartels 


Meanwhile, American exporters are faced with 
the reality that their competitors from the rest of 
the world operate under cartels legalized by the 
countries in which they are domiciled. A study by 
the National Foreign Trade Council found that in 
eighteen important foreign countries, supervised 
cartels are authorized in fourteen, and authorized 
or permitted without supervisory legislation in the 
other four. The registration of agreements is re- 
quired in eleven countries, of which eight specifically 
provide for the protection of trade secrets. 

American sentiment as to cartels has in the past 
been sharply divided between those who are op- 
posed to any form of restrictive trade agreement, 
and those who take the viewpoint of ““When in Rome, 
do as the Romans do.” Both schools of thought 
have presented an array (Please turn to page 163) 





137 





kkk 


What 


THIRD-QUARTER 
EARNINGS 


R CVCa l 


xx*k 


eT 




















with an eye on po- 
tentials in the rela- 
tively near term, 
some reported net 
earnings show such 
startling gains or 
poor results as to 
warrant incredulity 
as to their continua- 
tion, either way one 
looks at them. 

A fact that must 
be constantly born 
in mind is that, be- 
cause of abnormal 
circumstances _lack- 
ing permanency, a 
good many concerns 
have been able to 
“run away with the 
ball” through abil- 
ity to supply war- 
bred scarcities on a 
tremendous scale. 
In like manner, 
some industries have 
been so hampered 
by labor troubles, 
—_ ee scant inventories of 

raw materials and 
cost-price squeezes 
that their normal 
earning power has 
been _ temporarily 
shattered, or discol- 
ored by red ink. In 
due course, accord- 
ingly, these trends 
which have develop- 
ed in both direc- 
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By H. F. TRAVIS 


$ ies FLoop oF incoming corporate earnings re- 
ports for the September quarter, along with 
totals for a nine months period reveal with increas- 
ingly dramatic intensity the industrial pattern un- 
folding during the current historic year. While it is 
yet impossible to piece together a dependable picture 
of overall results in the economy, or of its main 
segments, the individual interim progress of this or 
that enterprise under generally chaotic circum- 
stances points to widely divergent opportunities 
made realistic or discloses a back-to-the-wall tussle 
against heavy odds. 

Scanned soberly and understandably, however, 
many of these quarterly reports should not be ac- 
cepted at face value, as pointed out by the Magazine 
in discussing earlier interim statements this year. 
Bookkeeping adjustments, non-recurring profits or 
losses, variations in applying tax credits, transient 
handicaps or advantages combine to distort the 
figures as read by an uninformed investor. And 
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tions may be sharp- 
ly reversed when the 
economy achieves a 
broad and_inevit- 
able balance between production and consumption. 
Hence the average investor studying the current 
status of his favorite holdings must employ unusual 
intelligence in ascribing either optimism or pessim- 
ism to quarterly reports as they now unfold. 
Broadly viewed, the number of concerns disclosing 
earnings gains compared with the previous quarter 
or the relative period of 1945 so exceeds the tally 
of the laggards that beyond any doubt the trend of 
general corporate profits is steadily, if not spectacu- 
larly, on the up and up. With Washington reports 
that industrial production has now reached a record 
peacetime peak of 176, it is small wonder that a 
rapid turnover of large sales in most cases has 
brought high profits, especially where labor difficul- 
ties have either been a minor factor or have been 
surmounted in the current quarter. Consequently, 
the showing for full nine months often reveals a 
heartening or total absorption of early year losses, 
aided by further price rises for goods produced and 
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the alleviative effect of lower taxes. In many in- 
stances, a new factor has entered the picture during 
the third quarter, tending to boost final net. Fact 
is that as OPA became increasingly liberal in grant- 
ing higher prices here and there, inventories ac- 
cumulated prior to June 30 produced an abnormal 
profit when passed on to customers at the new level. 
All said, the pattern of progress unfolding discloses 
how satisfactorily industry can offet a major rise 
in costs for labor and materials, given a sellers 
market and swollen volume, along with more free- 
dom to set prices. 

With conditions expressing rapid change in vari- 
ous segments of the economy, quite naturally in- 
dividual enterprises in all of them are reporting dif- 
ferent degrees of progress, according to managerial 
skill or recourse to auditing legerdemain. While, 
as in the first half of the year, producers and dis- 
tributors of non-durables such as fabrics, oil pro- 
ducts, amusements, paper items, beverages and 
chemicals have more than demonstrated their ability 
to register earnings gains, many of the strike-ham- 
pered makers of automobiles and parts along with 
those harried by materials shortages still are strug- 
gling to keep out of the red. But in contrast to 
these generalities, outstanding exceptions are fre- 
quently disclosed in scanning individual records 
now being made public. 

On appended tables we show lists of a few con- 
cerns selected because of earnings gains or declines 
reported for the third quarter relative to that in 
1945, along with totals for nine months. Although 
lack of space precludes a summary of —— dur- 
ing the first two quarters of the year for further 
comparisons, where such figures are av ailable to the 
reader they would often prove interesting to study 
in scanning progress from the start of hectic 1946. 
Wherever possible we will make textual reference to 
this factor in discussing the interim reports of a few 
concerns representative of their various industries. 
Necessarily both the companies listed and our com- 
ments are confined to a limited number. Hence 
when all reports are published, the final complete 
picture may show trends not evident to date. 

Let’s take a few of the apparent laggards first, 
before pointing out how and why many other con- 
cerns are chalking up above-average gains in the 
competitive race. General Electric Co., for example 
in reporting net earnings equal to only one cent 
per share for the first nine months of the current 
year, admittedly has had to rely heavily upon other 
than profits from sales to keep out of the red. 
Losses from strikes in the early part of the year, 
plus rising costs of materials and inadequate price 
relief, have not yet been fully absorbed by operat- 
ing profits although volume has trended steadily 
upward until the present annual rate has reached 
about $725 million. In the third quarter, however, 
the company showed a profit of $6.3 million, equal 
to 22 cents per share and compared with 26 cents 
for the September quarter of 1945, and after tak- 
ing ample credits from tax and contingency re- 
serves previously set up. But General Electric has 
deferred taking advantage of its “carry back” tax 
privileges until the year end, and as its estimate 
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Third Quarter Earnings Declines 

1945* 1946* 

American Hide & Leather $.06 def.31 

American Machine & Metals .................::c0cc000+ 34 -20 

-92 -70 

American Radiator & S.S. .14 -14 

35 -30 

Anderson-Prichard Oil 1.06 -74- 

2.85 2.22 

Atlas Powder 89 -86 

3.56 2.16 

Brooklyn Union Gas -53 def.05 

2.31 1.89 

Budd Co. def.15 def.23 

aa def1.03 

cuLT ial .38 26 

1.40 -95 

Douglas Aircraft 2.70 91 

8.20 5.26 

Eagle Picher Co. .38 -24 

1.24 1.25 

Elliott Co. def.02 def.19 

-83 def.95 

Freeport Sulphur 1.24 1.01 

3.21 3.51 

General Electric ........ -40 .22 

1.26 01 

Granby Consolidated Min'g  ...........:cccscssessseeees def.07 def.22 

def.06 def.14 

Howe Sound 55 -48 

1.49 1.30 

Kalamazoo Stove & Furnace .............:cccceeeeeee -23 def.56 

1.41 def.97 

New England Tei. & Tel. 1.62 1.33 

4.87 4.33 

Westvaco Chlorine -49 -27 

1.67 1.3] 

Wrigley -71 .63 

2.29 2.41 

Yale & Towne Mfg. ; 41 -40 

1.59 def1.08 

*First line are earnings for the September Quarter Second line 
are earnings for 9 mos. ended September 30. 




















is that if these had been applied to nine months 
results, a gain of some $19 million might have been 
achieved, chances are that, barring the unforeseen, 
final net for the year should be substantially 
bettered. 

Reported net of C.I.T. Financial Corporation for 
the third quarter came to 26 cents per share, 
against 38 cents during the comparable period in 
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1945. For the past nine months, net earnings of 
95 cents per share were considerably under the 

Third Quarter Earnings Gains 

1945* 1946* 
TU cxkscsraeenciiges $.29 $2.26 
99 4.37 
American Bank Note ......... =n .34 -75 
1.14 2.42 
American Home Products 1.18 1.64 
3.60 5.47 
American Woolen ...... . he 11.91 
6.76 36.05 
Dr. Pepper ; a .37 -70 
1.27 1.73 
MIN accor occcrsdscccacastupenncsossacnacuicetscenstedatummeametanecans 1.41 2.21 
4.34 6.88 
General Foods .............. .58 .84 
2.02 2.35 
rete a anc vscctciccreccccncecactecieee 36 -63 
-85 2.09 
Household Finance : -50 -78 
1.42 1.87 
Interlake Iron. .................... .05 .33 
1 .57 
Libbey-Owens-Ford Glass .04 -71 
1.38 1.02 
Lone Star Cement -71 1.49 
1.77 3.78 
Long Island Lighting .01 .07 
-007 19 
Norwich Pharmacal -23 -25 
.67 -98 
Penick & Ford -94 2.13 
2.46 3.71 
Pfizer, Charles .17 1.92 
-92 6.29 
Quaker State Oil Ref'g. -28 75 
1.03 2.09 
Texas Co. joe 1.85 
3.47 4.48 
United States Steel -61 3.11 
2.85 4.43 
Victor Chemical Works -36 .74 
1.04 2.02 
*First line are earnings for the September Quarter Second line 

are earnings for 9 mos. ended September 30. 























$1.40 shown in the relative period last year. But 
here is an example of how illusive these interim re- 
ports can be unless understandably scrutinized. As 
it happens, income from sales of installment credit 
appears on the books only as actually earned when 
period payments for loans to customers are made. 
True, C.I.T. has been put to abnormally heavy ex- 
penses in expanding its facilities in anticipation of 
the presently unfolding boom, but despite every- 
thing its volume has increased sufficiently to push 
consolidated DEFERRED income up to about 
$25.3 million as compared with $13.8 million a year 
ago. Hence shareholders may be pleased rather 
than otherwise by the current showing as to net. 

Reconversion delays and shortages of materials 
still check full speed ahead for Underwood Cor- 
poration, as reflected by a third quarter net of 
$346,969 against $563,022 for the relative 1945 
period. In like manner, earnings of Republic Avia- 
tion Corporation dropped to about $479,000 com- 
pared with approximately $1.3 million for the first 
9 months of 1945, the relative quarterly net appear- 
ing as 49 cents per share against $1.33. Budd Co., 
makers of automobile bodies and railroad cars, 
showed a loss for the fourth consecutive quarter, 
total deficit for the September quarter coming to 
about $1.6 million before tax adjustments and 
$569,231 afterwards. These results reflect severe 
shortages of materials for the most part, although 
shipments are now mounting rapidly. In the auto- 
mobile field, where losses have probably occurred, 
reports have unfortunately been slow in making 
their appearance. 


Steel Earnings Gain 


Turning to the optimistic side of the picture, so 
many concerns are reporting substantial gains in 
earnings that it is difficult to know where to begin 
or end, except to point out a few of countless evi- 
dences of genuine boom time conditions. Practically 
all of the major steel producers, for instance, are 
surging ahead from the angle of sales and net 
profits, with United States Steel leading the proces- 
sion. Shipments by Big Steel in the September 
quarter exceeded those of any previous three months 
since 1929 and net earnings per share during the 
period rose sharply to $3.11, highest for any quar- 
ter since 1937, and compared with 61 cents per share 
in the relative 1945 period. With demand still run- 
ning far in excess of capacity and with price relief 
adequate to offset mounting labor costs, the makers 
of steel clearly are able to do well for themselves as 
long as sales remain at peak levels. Republic Steel, 
American Rolling Mill, Alleghany-Ludlum and 
quite a list of others are out with quarterly reports 
reflecting widespread prosperity. 


Durable Goods Makers 


As more ample supplies of metals pour into indus- 
trial pipelines, many makers of durables have been 
able to step up production substantially, with con- 
sequent benefit to shipments and earnings in the 
quarter just ended. For example, per share net of 
Minnapolis-Honeywell, amounting to 98 cents in the 
September quarter, almost tripled the 1945 relative 


figure of 34 cents, pushing its nine months total up like 1945 period. For 
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$2.15. Net per share of Simonds Saw and Steel Co, 
for the past nine months climbed to $4.50 against 
$1.90 in the similar period last year. Detroit-Mich- 
igan Stove reports that net increased in each quar- 
ter of 1946, with total net for nine months of $1.25 
million comparing with a previous full year record 
in its history of $483,331. And net profit of Worth- 
ington Pump for the third quarter rose to above 
$2 million, creating a level of $2.2 million for nine 
months, after absorption of $1.5 million loss in the 
first quarter, due to strikes. Sales of Remington 
Rand almost doubled in the third quarter, compared 
with a year ago, bringing net per share up to $1.39 
against 59 cents in the like pericd of 1945. 


Chemical Profits Up 


In reporting net earnings of $26 million for the 
September quarter, E. I. du Pont de Nemours & 
Co brought total net for nine months up to over 
$82 million. In 1945 the relative figures showed as 
$17.6 million and $53.9 million respectively. Tax 
savings in the third quarter accounted for some $6 
million of the improvement indicated, and the com- 
pany’s provision for depreciation and obsolescence 
became slightly more moderate. Interestingly 
enough, sales for nine months of $472.2 million in 
the current year compared closely with $472.9 mil- 
lion in 1945, although 1946 net earnings for three 
quarters came to $6.88 per share against $4.34. 
Among chemical producers, the nine months earn- 
ings reported by Chas. Pfizer in 1946 are likely to 
win the banner for spectacular gains; for the period 
mentioned net per share of $6.29 compares with a 
modest 92 cents per share earned in the same 1945 
period. This concern has experienced a tremendous 
demand for its many products, especially for war- 
bred penicillin, and its expanded capacity has helped 
a great deal. In still another chemical field, Lam- 
bert Company with its antiseptics has made good 
headway, earning 83 cents per share in the Septem- 
ber quarter compared with 65 cents a year ago. As 
for American Home Products, gains in the Septem- 
ber quarter aided in boosting net for nine months 
up to $6.4 million compared with $3.9 million last 
year. 


Textile and Merchandising Gains 


Current reports of progress in the textile field are 
highlighted by the latest quarterly showing made 
by American Woolen Co. Net of this dominant 
woolen manufacturer soared to $11.90 per share 
for the three months ended September 30, against 
$1.19 in the same period of 1945, a tenfold improve- 
ment. And for the nine months of the current year 
total net per share came to $36.05. For the first 
time in decades this concern has been able to find a 
ready market for all it could produce in its vast 
plants, and with satisfactory profit margins, in con- 
trast to a dismal record during many prewar years. 

Among distributors of consumer goods in the 
wholesale field, Butler Brothers, long favored-in the 
eyes of our Magazine, reports a net profit of $1.4 
million after taxes and contingency reserves for the 
September quarter, compared with $370,700 in the 
(Please turn to page 166) 
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By ROGER CARLESON 


HILE MANY INDUsTRIEs boomed during the war 

years, and in spite of sharply increased taxes 
almost to the point of confiscation, many companies 
in these industries were able to report record profits, 
mainly as a result of the 10 per cent credit on excess 
profits taxes. This was not true of the chewing gum 
companies, and companies in certain other indus- 
tries, such as paper. While good results were shown 
by paper companies having large output of kraft 
paper and paperboard, companies manufacturing 
high grade papers weye handicapped due to restric- 
tions on output of their product and scarcity of 
pulp. In the case of the gum companies, while out- 
put gained as a result of demand from the armed 
forces and the packaging of army rations, these 
gains were trifling compared with the huge increases 
in taxes and costs. This was not the case however, 
in the candy and beverage industry. Candy output 
soared to record levels during the war years, with 
profits increasing accordingly and profits of bever- 
age companies were very satisfactory. In contrast 
to the beverage 
and candy indus- 
tries, sales of 
chewing gum 
were relatively 
stable. Per capita 
gum consump- 
tion amounted to 
105 sticks in 
1925 decreasing 
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Chicle 





Mass production 
supplies the world 
with 5 cent gum. 


from that level te 
an average of 85 
sticks in the de- 
pression years of 
the 1930’s, then 
recovering to an 
average of 104 
sticks in 1939. 
Sales during the 
war years were 
aided by ban on 
smoking in many 
war plants and 
demand from the 
armed forces, in- 
creasing per 
capita consum}- 
tion accordingly, 
but sales would 
have been much 
larger if sugar 
had been in great- 
er supply. When 
raw material 
shortages ease, 
sales and profits 
will benefit ac- 
cordingly. 

While output 
of chewing gum 
has been restrict- 
ed, due principally to shortage of raw materials, 
labor costs in these days of prolonged disputes are 
relatively small, amounting to only 7 per cent in 
1939. The industry is highly mechanized and high 
cost of the complicated machinery tends to restrict 
fly-by-night competition. In 1939 there were only 
26 manufacturing plants in the United States en- 
gaged in producing chewing gum. Another bar to 
increased output of chewing gum has been the dif- 
ficulty in obtaining the complex machinery for pro- 
ducing the product, with shortage of corn syrup, 
in addition to sugar another factor. Of the four 
major types of chewing gum manufactured, stick 
gum has the largest share of the market, with pep- 
permint the leading flavoring, and spearmint sec- 
ond. Other gums include candy coated ball gum, 
largely sold in vending machines and various types 
of medicated gums. 


ft: 


Raw Materials 


Annual consumption of raw materials by the 
chewing gum industry in recent years, includes ap- 
proximately 63 million pounds of sugar, 16 million 
pounds of corn syrup, 8 million pounds of chicle 
and 11 million pounds of other gum base. Chewing 
gum normally contains about 63 per cent sugar, 
20 per cent chicle and chicle substitute, 16 per cent 
corn syrup and 1 per cent flavoring. During the 
war years this formula was changed, reducing sugar 
percentage to approximately 50 per cent. Chief 
element in raw material costs is chicle, which sells 
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at approximately 7 times the price of sugar, and 
this material is obtained from the following coun- 
tries: Mexico 75 per cent, Guatemala 20 per cent, 
with the balance from other Latin American coun- 
tries. Very little of the chicle supply is obtained 
from cultivated plantations. Chicle trees cannot be 
tapped for sap until about 30 years old, and then 
only once in 7 years. In order to assure adequate 
supplies, the principal American producers, Ameri- 
can Chicle, Beech-Nut and Wrigley have obtained 
government concessions in the various producing 
countries, and subsidize the chicle collectors. Aver- 
age value of chicle has ranged from 50.3 cents a 
pound in 1930 to a low of 22.6 cents per pound in 
1933 and 1934 and to 38.9 cents per pound in 1942. 
Principal substitutes for chicle are Jelutong and 
other inferior gums obtained from Borneo and 
Malaya at much lower prices, but this source of 
supply was cut off by the war and will not be avail- 
able in any quantity for some time. With record 
corn crops harvested this year, supplies of corn 
syrup should increase considerably at the end of the 
year, and with increased supplies of flavoring ex- 
tracts, such as peppermint oil, major shortage will 
be of sugar. Large sugar crops are being produced 
this year in Cuba and other sugar producing coun- 










































































Investment Comparison of American 
Chicle and Wrigley 
American William 
Chicle Wrigley, Jr. 

Income Account (000 omitted) ................ 12/31/45 12/31/45 
Sales sak eg akan...) ob oe ein 
on ye RE TE i AE ee en $10,587 $17,253 
IN 4 51 sick sccsrsbnunSo cacetsceaeblcantbcbasen 263 642 
Taxes 2,045 2,720 
Bal for 2,957 5,913 
SN I rhs ccc canencscsssysinvesshisiel cteenbics) < cataass | daa aben 
IAIN Sac ccdhrssscacnioivupcescteunsncecdsss | iveasacs* |’ |. > 7 Sesiteens 
% earned on total capitalization ............ 10.0% 
Earned per common share ............:..c-+ . $2.96 
Price-Earnings Ratio 23.0 
1936-44 Avge. Earned per common share $7.55 $3.89 
Dividend Rate $5.00 $3.00 
Dividend Yield ..... 3.8% 4.4% 
Balance Sheet 12/31/45 12/31/45 
Cash Assets $4,731 $29,001 
Receivables, net 2,529 1,966 
Inventories, net 9,197 13,066 
Current Assets 16,457 44,034 
Current Liabilities 2,622 3,114 
Net Current Assets 13,835 40,920 
Fixed Assets, net 2,278 6,656 
eI nc sdasascssdsssuxesenieecons 19,602 62,644 
Book Value per share .0..0.........cccccccccssesseeeeee $38.29 $26.76 
Net Working Capital per share ................ 31.80 20.46 
Cash assets per share ...........cccccccccecesceees 10.90 14.50 
Ratios: 
Current Ratio 6.3 14.2 
ION, 7h NG oe 
Inventories, % of current assets ............ 56.0% 29.6% 
Depreciation, %o of gross fixed assets ...... 3.7% 3.7% 
Sales, % of total market value of common oe, ceeeaees 
Capitalization: 
NU NO RIOR assent gcasssicsavos «Pi ceterseg oy 2 |. psp eapasia> 
Common stock at market ...... $56,723 $136,000 
No. of shares (000 omitted) 433 2,000 
Recent Price $131 $68 
Total capitalization at market .................. $56,723 $136,000 
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tries, with a considerable increase shown in Ameri- 
can beet sugar production, but production in war 
torn countries is still lagging, but European beet 
sugar producers should go far in satisfying their 
countries demands for this material next year and 
easing of sugar restrictions is anticipated. 

Principal expense of the chewing gum companies 
is advertising, and in this respect is similar to the 
cigarette companies. Advertising and related ex- 
penses are approximately 30 to 35 per cent of sales 
and amount to nearly as much as combined labor 
and material costs. The big three account for 95 
per cent of the chewing gum business, of which 
Wrigley accounts for approximately 60 per cent, 
Beech-Nut approximately 20 per cent and Ameri 
can Chicle 15 per cent, but greatest competitive 
gains in recent years were made by American 


Chicle. 
American Chicle Co. 


American Chicle Co., pioneer in the chewing gum 
industry, was formed in 1899 as a consolidation of 
Adams (originator of chewing gum in 1869), Bee- 
mans, Yucatan, California Fruit and other pioneer 
makers. Company operates plants in Long Island 
City, N. Y., Toronto, Canada, Mexico City, Mexico, 
Caracas, Venezuela and Buenos Aires, Argentina. 
Products are widely advertised and company’s own 
salesmen distribute about 80 per cent of its output, 
with the remainder handled by jobbers. Approxi- 
mately 15 per cent of sales normally is foreign. 
Company regularly finances chicle expeditions in 
Mexico and South America, assuring steady supply 
of this product. Company normally carried 18 
months supply of chicle on hand, but in the 1945 
annual report reference wass made to supply of 
more than one year. With regards to other ingredi- 
ents company report stated that substantial in- 
creases in costs of other ingredients from outside 
the United States are important elements in nar- 
rowing current profit margins, but development of 
new sources of supply promises to correct this situa- 
tion. Financial condition was strong on June 30, 
1946, current assets amounting to $17,446,469, 
including $3,685,338 cash and $97,155 marketable 
securities, and current liabilities were $3,316,175. 
Company has no funded debt or preferred stock 
outstanding. 


Wm. Wrigley Jr., Co. 


Wm. Wrigley Jr., Co. is the largest chewing gum 
producer accounting for over 60 per cent of the 
industry’s sales. Main plant is located in Chicago 
and has a capacity of 7,500,000 packages per day. 
Other factories are located in Canada, England, 
New Zealand and Australia. Investments in foreign 
subsidiaries were carried at $2,815,959 on Decem- 
ber 31, 1945, or approximately 4 per cent of total 
assets, while dividends received from foreign sub- 
sidiaries aggregated $516,432 or approximately 9 
per cent of total net income. In addition to its 
manufacturing plants, company owns a large office 
building in Chicago, known as the Wrigley build- 
ing, owns all the preferred and 75 per cent com- 
mon stock of the New York Subways Advertising 
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Co., also owns Transit Sales Sery- 





AMERICAN CHICLE 



































. . 1929-31 | t 

ice, Inc., conducting a general sales, [men 7) 

merchandising and vending service. [}-——j6o P——j+ +} to 
Financial condition was strong at Fl | 
close of 1945, current assets ;——1y +———_____1____ a — iy! a 
amounted to $44,034,122, including — i ihe tI i 
$12,713,429 cash and $16,287 958 ' ey ae see afi ————t eae - 
marketable securities, and current I, i! oe sy ehy tit ‘nt 

liabilities were $3,114,699. —j00 | ee > nn a = : ti _. ——<+ 

Just as many other companies in "gene aol | wl 

various industries are suffering [}{— »® + tT | ee TT! 
from shortages of various materials, li 
these two lez ading manufacturers of | 60 }-—— ++ ——t—— - ————— 
chewing gum are suffering from 7 

current shortage of sugar. Both of ae someon oa — 7 — 
these companies have been unable to | 4 

capitalize on the large increased de- a foal nme : ero a Sam RE 
mand for the leading brands of Wwol :| aaa ae aa 

chewing gum, due to existing sugar i —— ee se 
allotments, restricting use to 60 per * Ha ih. = 

cent of average monthly itt in yea] an al eras Hin ws ll 
1941. Sales of the gum companies | row &m 6. 091 8.27 | 05h | 8.79] 8.h2| 8.13| 6454} 6.89 | 7-37 | 6450 

in the first six months of 1946 were M92 _ OW. 6.50 __7400__4.90 __£.2 6.50 _£:00 5.00 5.00 ges) Ott 

under like period of 1945, due to 
elimination of large government shipments of gum of $4.90 a share in first nine months of 1945. For 


and packaging of “K” rations. Net profits of the 
two companies for the first half of 1946 were higher, 
however, in the case of Wrigley, due to inclusion of 
$500,000 estimated tax refund under carry-back 
provision, and $320,625 net profit from sale of real 
estate, with reported net po. being $3,555,409 
equal to $1.78 a share on the 2,000, 000 shares of 


capital stock, as compared with $3,163,726 or 


$1.58 a share in first six months of 1945. Decrease 
in profits before special credits was due principally 
to stopping of production of Orbit chewing gum 
late in 1945 and because resumption of manufac- 
ture of regular Wrigley brands was not resumed 
until March 1946. In the case of American Chicle, 
increase in profits was due primarily to elimination 
of excess profits taxes, net for the first six months 
of 1946 amounting to $1,456,716 
equal to $3.37 a share on 432,825 


quarter ended September 30, last, net profit amount- 
ed to $707,120 or $1.63 a share as compared with 
$715,776 or $1.65 a share in September quarter 
of previous year. 

Comparisons are rather hard to make in the case 
of these companies, in view of difference in size and 
capitalization, but outstanding characteristic of 
American Chicle has been growth, both in sales and 
assets, thus giving it the edge over Wrigley as an 
investment medium, i in spite of the much larger size 
of the latter company. Outstanding characteristic 
of both companies has been stability of et urnings and 
dividends, neither company paying less than $3 per 
share since 1930, a remarkable showing considering 
the severity of the de- (Please turn to page 164) 


WRIGLEY (WM JR) co. 
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shares of capital stock as compared 
with $1,406,709 or $3.25 a share 
in like period of 1945. For nine 
months ended September 30, 1946, 
net profit of Wrigley was $4,813,- | 
106 equal to $2.45 a share as com- 
pared with $4,589,858 $2.33 

share in first nine months of 1945, 
and for the quarter ended Septem- 


















































ber 30, last, net profit was $1,257,-— £ wr 4 pr 

698 or 64 cents a share as against iI | Il 

$1,426,132 or 73 cents a share in |{—4 6 ———+—_fP 

September quarter of preceding = 

year. Drop in earnings for Sep- | 50 | 

tember quarter still shows results of } | 

curtailed production due to suga furs 

restrictions, as well as higher prices 

for sugar, mint and chicle. Net [-— 9 ——————>- 

profit of American Chicle for nine 4 

months ended September 30, last, [yey] [eset ieayieae 1 tose 1 1000 | t0ar 1} 100d 1 15as t eae eas toa 
amounted to $2,163,836 or $5 a OM EARN 4.2 26 | 4.46 | 3.91 | yeu | 4.35 | del2| 3.92 | 94h | 3.21 | 3,01] 
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H. J. 


HEINZ 
COMPANY? 






markets, soon to be in- 
cluded on the roster of 
the New York Stock 
Exchange. For the 
benefit of readers as yet 
uninformed, we take 
this opportunity to 
summarize the newly 
available information 
and to comment on the 
company shares. 

From _ headquarters 
in Pittsburgh, the third 
generation of the Heinz 
family directs the ac- 
tivities of its large or- 
ganization at home and 
abroad. Either directly 
or through subsidiaries, 
















By GEORGE W. MATHIS 


— THE NAMES of renowned enterprises 
brought to the public eye since VJ Day via Wall 
Street, probably none was so generally well known 
as the maker of “57 Varieties.” To every housewife 
in the nation, and to many in foreign lands, this 
famous trademark has been a daily byword for 
decades past. As ownership of the business ever 
since its start by the first H. J. Heinz in 1869, 
however, had been confined strictly to the family, 
not until recently was there any reason or oppor- 
tunity for investors to study the financial status or 
economic progress of the company. Now for the 
first time the curtain has been lifted to reveal the 
set up of this interesting newcomer to the financial 








Ten Year Record of H. J. Heinz & Co. 
Sales and Earnings 


——000 omitted 


For Fiscal Years Net Sales 
Ended April 30, 1937.... $53,980 





Net Income Net Per Share* 
$4,345 $2.82 





























1938... 57,081 3,299 2.08 x 
1939.... 58,827 2,902 1.80 
1940... 62,715 2,445 1.47 
1941... 62,021 3,561 2.27 
1942... 71,900 3,224 1.96 
1943... 84,076 ‘ 3,320 2.10 
1944... 93,351 3,664 2.34 
1945..... 112,815 3,400 2.15 
1946... 114,150 4,052 2.61 


* Giving effect to new financing (Pfd. dividends of $365,000 must 
be paid; the balance is then available to 1,409,064 shares of 
common). 
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H. J. Heinz Co. oper- 
ates 13 factories, 137 
pickle receiving stations 
or salting depots, plus 
48 stations for the re- 
ceipt of tomatoes and 
9 for peas, all in the 
United States. Addi- 
tionally, two factories 
are operated in Canada, one in England (soon to be 
two), one in Australia and an olive plant in Spain. 
Growth to these dimensions has been largely achieved 
since incorporation of the present company in 1900. 
Under the Heinz label and established trademark of 
“57 Varieties” a wide range of tomato products, 
soups, baby foods, pickles, baked beans, vinegar, 
condiments and spaghetti has been intensively pub- 
licized and distributed for many years past, al- 
though during war years the company was some- 
what restricted in its offerings. For several years 
the output of such items as cooked macaroni, pud- 
dings, mincemeat and chili con carne had to be dis- 
continued and production of baked beans and soup 
held within strict limits, chiefly because of Federal 
regulation upon the use of tin plate containers. As 
soon as more ample supplies become available, how- 
ever, the diversification of output will again assume 
its former status. 


To sustain volume more adequately under the 
above mentioned handicaps during war, Heinz in 
recent years has slightly altered long held policies 
by adding a few products made by other manufac- 
turers to its distributive program. Included among 
these are now Sun-Maid Raisins, Swerl (a synthetic 
detergent) and Magic Onions (dehydrated). Also, 
the Heinz label now covers a few specialties such as 
orange juice, grapefruit juice and canned fruits 
produced by outsiders and sold by the company to 
a selected trade. By and large, however, all but a 
very small percentage of products handled are 
processed in the Heinz facilities. 

As for raw materials, Heinz requires such a wide 
variety that it has to look far and wide in the 
search for adequate supplies with standards meet- 
ing the rigid inspections of its trained technicians. 
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In buying vegetables, the company contracts each 
year in advance with farmers for the crops they will 
plant, specifying the acreage, price and quality, and 
often furnishing the seeds or plants. Such items as 
meats, dairy products, root crops, flour and mustard 
seed are bought throughout the year in the open 
market. Fruits are purchased either on contract 
from their growers or obtained from wholesalers. 
Although Heinz makes most of its own tin cans, the 
bulk of containers, labels and shipping cases comes 
from other sources. 


Product Quality 


In order to stabilize quality at all levels of pro- 
duction, the company for almost half a century past 
has maintained a large staff of food technicians, 
now numbering over 100. From receiving stations 
to factories, these experts check the grades and 
quality of all foods at various stages of their process- 
ing to assure uniformity to set standards. Other 
scientists occupy their full time in studying the 
nutritional values, flavor and appearance of the 
foods in their finished form. Through such con- 
structive measures, the reputation of the company’s 
many products has been broadly established and 
sustained, thus lending a natural spur to volume 
gains over an extended period of time. 

Sales policies of Heinz ever since its early days 
have not swerved from a program to deal direct with 
all its customers in the retail, hotel and restaurant 
field. Hence the company’s own salesmen maintain 
contact with more than 200,000 grocers all over the 
United States, in addition to the eating establish- 
ments mentioned. To implement a sales program of 
this magnitude, Heinz has divided the United States 
into eight major zones, with a total of 75 sales 
branches. To service their widespread trade, 55 
warehouses are maintained from which Heinz trucks 
roll daily to deliver their loads direct to their cus- 
tomers. Hence where the company lacks in integra- 
tion at the raw material end, it more than makes up 
in this respect from that point right on through to 
final delivery, except of course in some cases where 
full carload shipments are involved, such as with 
certain large chains. 


Foreign Sales 


In the foreign fields, sale policies of Heinz fol- 
low the home pattern closely in England, Canada 
and Australia, although in other countries the com- 
pany uses the services of some 118 agents or dis- 
tributors to facilitate sales of its products. Main 
volume, however, is derived from sales in the United 
States and Canada, those from other countries ac- 
counting for only 16.4% of consolidated net sales 
for the fiscal year 1946. In a way this concentration 
of markets has been fortunate for the company in 
recent years, because of widespread fluctuations in 
foreign currencies and complications arising from 
changeable export and import rules. In 1940, for 
instance, the company had to charge up more than 
$2 million losses from foreign exchange transac- 
tions, although in the following year this was partly 
offset by a profit of over $1. million in the same 
category. 
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From the foregoing general description of how 
Heinz operates we will now turn to some of the 
broader aspects of the industry in which it plays a 
part, before examining the company’s present status 


in more detail. Like all processors of foods, Heinz 
at times has been faced with more than one indus- 
trial hazard. For one thing, unpredictable changes 
in weather conditions lead to corresponding uncer- 
tainty over available quantities of raw materials, 
their quality and price. And as no facilities exist 
to hedge against annual pre-purchases of fruits and 
vegetables by selling futures, a practice which 
favors the handlers of wheat and corn, for example, 
somewhat of a gamble is forced upon Heinz. In 
general, furthermore, prosperity for this business 
is attuned rather closely to a high level of national 
income. Thus in times of depression, both sales and 
earnings of Heinz have in the past been adversely 
affected, although the unfavorable period has been 
relatively brief in comparison with many other in- 
dustries. On the average, however, earnings have 
been consistently satisfactory and since 1911 red 
ink appeared only in 1932 and 1933. In the face 
of exceeding heavy competition, such a showing 
attests to highly efficient management, a factor real- 
ly transcending statistical considerations. 

While available figures are complete only since 
1937, the ten year intervening period provides an 
interesting picture of the company’s progress dur- 
ing changing times. From 1937 to the outbreak of 
war in 1941, consolidated sales of Heinz rose from 
$53.9 million to about $62 million for fiscal years 
ending April 1. Thereafter, consistent gains in 
every year pushed new records to the front, reach- 
ing an all time peak of (Please turn to page 162) 




























































































Pertinent Balance Sheet Items 
April 30, 
1946 

ASSETS (000 omitted) 
Cash sichaasuntsnsidasnsneieinaitint $6,763 
U. S. Gov't securities cuca acraaaeicaieniae 73 
Receivables, net 7,172 
NN xi cecaccarsecacscccssnspecnancaosunedpsioeasoncaasssauupeantedamions 35,648 
Se I CINE crccicesiisceesisctessccentnseseeninnitenneensicninnententinn 1,328 
TOTAL CURRENT ASSETS peonteree 50,984 
Plant and equip 49,832 
Less depreciation 20,862 
Net property 28,970 
Other assets 7 2,723 
I I cr dacccconcc gees celia in soede Sicusissoosoenect ccansecetseaes $82,677 
LIABILITIES 
PT III oso orccenccevetcesutacaccd sanscaseccauoarsekans ccessaencondesiatereats $2,500 
Accts. payable and accruals ...............ccccsecccecteceseeesseeseees 6,743 
Reserve for taxes 3,338 
Other current liabilities 1,497 
TOTAL CURRENT LIABILITIES 14,078 
Deferred liabilities 1,899 
SRI TOE NG a srictcesecrccccnivecasccccsacinsesmsaceiicesaccemappentmiaaein! | —«—seesaeoas 
MPI RIN, GI os asionccinscon ccuccnssnbsdnupccaninatcecssonsernetantaetsesosnatpesa > || asanmees 
Reserves 7,412 
Capital 35,227 
Surplus 24,061 
TOTAL LIABILITIES $82,677 
WORKING CAPITAL 36,906 
Current Ratio 3.6 
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Well fed, warmly housed and thrifty workmen owe to science a high measure of credit 
for high standards of living, a factor in which America leads the entire world. 


By H. S. COFFIN 


- THE CURRENT welter of arguments between 
management, labor and Government as to wages 
and profits, such a maize of statistical evidence has 
been assembled as to confuse and discourage the 
layman desirous of knowing what’s what. For econ- 
omists, as always, the array of figures gathered 
serves to bolster conclusions reached in whatever 
camp of opinion a skilled theorist has hoisted his 
flag, for indubitably accurate figures can be shorn 
of contextual significance and combined to prove 
almost any contention desired. 

Despite all the discouraging boom-and-bust 
periods which have marked our economic history, 
however, and the present record breaking wave of 
strikes which 
has thrown 
production in 
many fields off 
balance, the 
fact is incon- 
testable that 
living stand- 
ards in the 
United States 
for decades 
past have con- 
sistently ou t- 
distanced the 
entire world in 











the race of 
mankind for 
comfort and 
security. Mili- 
tant labor 
leaders attrib- 
ute these gains 
for their work- 
ears to cumu- 
lative victories 
in the battle 
for higher 
wages, and 
with postwar 
living costs 
pushed into an 
upward spiral 
under various 
economic pres- 
sures now 
threaten fur- 
ther work stop- 
pages unless 
they are grant- 
ed additional] 
pay. Manage- 
ment, on the 
other hand, 
points to in- 
creased pro- 
ductivity as 
the sole cause 
of both worker 
and_ industrial 
prosperity in 
the past as well as the only hope of future stability. 
While simple arithmetic discloses some degree of 
basic validity to both of these seemingly opposing 
claims, a third factor can claim substantial credit 
as the creator of better living conditions formerly 
and henceforth—namely science. 

Fortunately perhaps, statistics are lacking to ex- 
press the contribution of engineers, inventors and 
chemists dollarwise in making practical the rise in 
worker incomes in the face of lower prices for the 
goods he consumes in the long run, while industrial 
profits generally have expanded at the same time. 
All that is needed to look around a bit and recall 
the prices which one once had to pay for items con- 
sidered near-luxuries and now available normally for 
small sums. Individual managements, of course, 
could without much difficulty reduce to dollars and 
cents the advantages they have achieved due to the 
onward march of technology, but even the most am- 
bitious of statisticians have shrunk from an attempt 
to gauge the total gains to industry from this source, 
and the extent to which they have been shared in 
raising worker incomes and reducing the cost of 
their daily needs. Also, quite aside from successfully 
matching brains against brawn in the actual produc- 
tive process, technology has accomplished wonders 
at the distributive level as well, in speeding up office 
machines and tabulating information for the con- 
genital science of market research and administra- 


THE MAGAZINE OF WALL STREET 








hav 
in 1 


Cla 


} 
in | 
of ¢ 
cate 
nor 
ma} 
altl 
hug 
fro) 
mir 
buy 
cier 
the 
leac 
by 
out 
are 
is C 
wit] 
whi 
and 
inte 
pric 
seri 
ope 
goa 
scie 
late 
est 
less 
mor 
rat] 
pro 
pre 
witl 
pay 
that 
ane 


inte 
for 

hav. 
rep 
Bee 
war 
is n 
dee: 
peri 
44.6 
$41 
ence 
cam 
wag 
dec: 
moc 
sum 
une 
Wa 


inec 


NO 








ir 
ts 
in 
al 


se 
er 


in 
y. 
of 
ig 
lit 
ly 


X- 
nd 
in 
he 
ial 
1e. 
all 


mn- 


se, 
nd 
he 
m- 
pt 
ce, 


of 
lly 


ers 
ice 
n- 
ra- 


































































tion. Hence wage earners all along 

the line of enterprise in every form Research-Minded Companies Have Shown 

have consciously or otherwise found Commendable Growth 

in the scientist their one true Santa —— 1935 1945 

Claus Net Sales Net Per Net Sales Net Per 
wag ($ Million) Share ($ Million) Share 

B Main trouble currently, as well as Aluminum Corp. of America .... $ 14.9* $ .18 $ 89.0* $2.85 

in past years, is that in the absence oa bt 

of definite figures or rationally predi- et slag : = a _.. Se 

cated assurance, neither management Columbia Broadcasting .............. 15.4 1.65 59.4 3.11 

nor labor can ange upon just what Corning Glass Works... cece: a 48.2 .86 

SS down the chimney next, COON BOMOUROEN Sonn isi cece ens -76 102.1 2.37 

although the former is employing SEERA ema 

huge capital sums for laboratories sll. eeu <nemenamenC ~ = = ~ = 

from which may emerge hopeful SS Se Lee 220.0 5.02 631.5 6.29 

miracles, and they have the means to General Electric. .........csccseesee 208.7 97 1298.2 1.96 

buy machines with amazing new effi- = 

Gs ° ° . eee 107.4 2.23 307.1 2.36 

ciency were it possible to get them in Lt > ah 

the competitive scramble. Labor CORE BIN vivsokcinctths snes sisecseevs 147.4 1.13 298.6 2.91 

leaders appraising past performance General Motors .....0.sccceusoceennees 1155.6 3.69 3127.9 4.07 

by technological media are now all Goodrich _.......... Sodaincscenscunatnnacs Us thecisea 118.7 1.05 372.1 7.84 

out to eat their chickens before they i) a 716.1 5.87 

are hatched, on the claim that science Int'l Harvester cc... 297.8 3.28 622.0 4.42 

is certain to provide their employers National Dairy Products ............_290.4 1.38 _ 632.7 2.27 

a ge new cost cutting methods Radio Corp. of America ..........__ 87.6 def. .03 278.3 59 

which will warrant both higher wages Standard Oil of California ........ ™) 343.3 4.27 

and shortened work hours, without 

R a Standard Oil of New Jersey .... 1076.2" __ 2.43 | 1618.3 5.64 

interrupting the downward trend in ones Mla re ae 

prices or curtailing corporate profits Sylvania Electric ......................-- | 1.66 ___ 126.8 2.05 

seriously. But while management United States Rubber ...c.ccc.n 127.8 | 45 476.4 4.44 

openly struggles for an_ identical Westinghouse Electric .......c....- 1S 1.12 684.7 2.03 

goal, the fact remains that though * Operating Income 

scientific achievement can be stimu- RN 








lated, it can neither be forced nor be 

estimated in advance. Thus the currently relent- 
less pressure of workers for higher pay lacks com- 
monsense economic premises, and may increase 
rather than diminish living costs until scientific 
progress becomes fully realistic. The battle, as 
presently conducted, resolves itself into a struggle 
within labor ranks to win an interim advantage in 
pay for this or that group with the nebulous hope 
that science later on may help to iron our discrep- 
ancies in income distribution. 

Without leaning too heavily upon statistics, it is 
interesting to scan a few official figures in the search 
for broad impressions as to how living standards 
have been raised over many years, without serious 
repercussions upon any one group in our economy. 
Because of abnormal conditions created during the 
war and the kaleidescopic upheaval during 1946, it 
is more rational to consider, for example, the full 
decade from 1930 to 1940. At the beginning of this 
period, private industry gave employment to roughly 
44.9 million workers, with total earned incomes of 
$41.8 million. Ten years later after a slow emerg- 
ence from the depression, jobs in this classification 
came to about 45.3 million in 1940, with outlays for 
wages rising to $48.6 million. But during the same 
decade, the Government index for all wholesale com- 
modity prices fell from 90.7 to 82.5 and for con- 
sumer goods alone from 93.3 to 80.8. Hence while 
unemployment was rife in the year before World 
War II, workers with jobs enjoyed higher average 
incomes at that time although their dollars bought 
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more goods than in 1940. 

As for the experience of industry during the 
1930-40 decade, profits before taxes at both the 
beginning and end of the long period were close to 
$9 billion, although after taxes final net was reduced 
by more than $3 billion. Hence from the strict op- 
erational viewpoint, (Please turn to page 165) 





EXPENDITURES FOR RESEARCH BY 
PRIVATE INDUSTRY 






































650 est 
IN MILLIONS OF DOLLARS 
240 
116 
1930 1940 1946 














































































T HE RECENT MARKET DECLINE has made virtually 

all investors acutely tax conscious. The vast 
number of inquiries from our readers relative to the 
capital: gains tax, is striking proof of this. Prac- 
tically all have potentially enlarged tax bills from 
capital gains registered earlier in the year. Many 
of the questions received indicate some confusion as 
to the workings of the tax on capital gains. This 
is understandable, since gain or loss on the sale or 
exchange of capital assets is treated much differ- 
ently under our tax laws than other types of income 
or loss. 

It may be to their advantage to establish losses 
now to offset previously registered capital gains. 
On the other hand, it may be more advantageous 
to switch some of their holdings on which they have 
losses to other securities comparable as to price, in- 
dustry, and prospects. Or, the switching operations 
may afford the two fold purpose of taking ad- 
vantage of the tax angle and in the process improve 





The individual tax problems reviewed in this ar- 
ticle are typical of specific questions submitted fre- 
quently by our subscribers. The issues involved in 
these problems are analyzed, and the tax principles 
stated, as these are questions of broad interest to 
investors generally. 
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the quality of 
one’s holdings. 
However, the 
course to be 
adopted will de- 
pend on each in- 
dividual’s surtax 
bracket, invest- 
ment objective 
and opinion as to 
the market’s out- 
look. The first 
two we, of course, 
could not be ex- 
pected to know. 
As to the third, 
we refer you to 
the A. T. Miller 
article. We shall, 
therefore, confine 
ourselves to taxes 
and proceed on 
the premise that 
all investors 
should know how 
the capital-gains 
tax may effect 
them. 

“Capital as- 
sets”, for tax pur- 
poses,covera 
wide variety of 
holdings other 
than securities. 
However, the 
most common ex- 
amples of “capi- 
tal assets” are 
stocks and bonds. This plus the fact that these are 
what our readers are primarily interested in, we 
shall accordingly limit our discussion to the tax 
effect of gains and losses on securities. 


Computation of Gain or Loss 


Gain or loss on a security transaction is, of course, 
the difference between the “cost basis” of the se- 
curity in question as measured against the proceeds 
from the sale of the security. “Cost basis” is not 
always the same as the original cost to the investor. 
It may be changed through a variety of circum- 
stances, such as reorganization or recapitalization 
plans to mention only two. This however, is a sub- 
ject in itself and space limits us perforce to se- 
curity transactions which are not subject to the 
adjustment of “cost basis,” which fortunately, 
covers the vast majority of such transactions. 

One example of the adjustment of original cost 
basis, is worthy. of mention here. That is in the case 
of interest on defaulted bonds. If a person buys 
bonds “flat” with defaulted interest coupons at- 
tached, the subsequent collection on the defaulted 
coupons, is not treated, for Federal Income Tax 
purposes, as taxable income. It represents a return 
of capital and the amount collected goes to reduce 
the original cost of the bonds. Thus, the reduced 
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eost becomes the “cost basis,” or “adjusted cost 
basis,” of the bonds. 

The cost of a security, generally speaking, is the 
total sum paid for the security, which includes 
brokerage commissions and in the case of “‘odd lots” 
Federal Tax. Gross proceeds from the sale of a 
security is decreased by the brokerage commissivn 
and Federal Tax but not State Tax. The cost of 
State Taxes is fully deductible separately as “taxes” 
in computing your Federal Income Tax. In short, 
cost is the total sum paid for a security as per the 
brokers bill, while sales proceeds are the net pro- 
ceeds received plus State Taxes and not the amount 
of net proceeds as shown on your brokers’ bill cov- 
ering the transaction. 


Long-Term and Short-Term Holdings 


If a security is held for six months or less, it is 
a short-term holding and the resultant gain or loss 
thereon is short-term. 

If a security is held for more than six months, it 
is a long-term holding and the resultant gain or 
loss thereon is long-term. 

In the case of individuals, estates and trusts, 
100% of a short-term gain or loss is taken into 
account for tax purposes, whereas only 50% of a 
long-term gain or loss is taken into account. 

It can therefore be seen that the length of time 
that a security has been held is important in de- 
termining the amount of tax thereon, or the extent 
by which the tax may be reduced by a loss. 


Tax on Capital Gains 


Net short-term capital gains are fully taxable 
as ordinary income at normal and surtax rates. 
That is why it is usually to the advantage of the 
taxpayer who has a profit on a security which he 
wishes to dispose of, to hold the security until at 
least the expiration of the six months holding period 
in order to qualify it as a long-term holding and 
thus have only one-half of the gain subject to tax. 

Net long-term capital gains are taxable at a 
maximum effective rate of 25%. The Internal Rev- 
enue Code limits the tax on long-term capital gains 
to 50%. In other words, 50% of the long-term 
capital gain taken into account times the maximum 
surtax rate of 50% thereon equals a maximum 
effective rate of 25%. If a person’s surtax bracket 
is less than 50%, the tax is, of course less than 
25%. In this event the tax would be 50% of long- 
term gain taken into account times the surtax 
bracket of the individual taxpayer. 


Offsetting Losses Against Gains 


As we have seen, short-term capital losses are 
fully deductible in computing net capital gains and 
long-term capital losses are only 50% deductible. 
It can, therefore, be readily seen that it is more ad- 
vantageous to take a short-term capital loss as it 
requires only $1000 of these to offset $2000 of 
capital gains of the long-term variety. 

Losses of either term (long or short) may be 
used to reduce the net amounts of long or short 
term gains. Where the losses are greater than the 
gains, they may be applied to a maximum of $1000. 
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against ordinary income. Balance, if any, is “Net 
capital loss carry-over.” 


Net Capital Loss Carry-Over 


“Net capital loss” may be carried forward for 
five years as a short-term loss to apply against (a) 
an unlimited amount of future net capital gains in 
such years or (b) ordinary income not exceeding 
$1000. in each of the five years. 

For example:—assume a taxpayer has $10,000. 
in capital losses after offsetting all his gains this 
year. He would use $1000. of this as a deduction 
against 1946 net income. This would leave a carry- 
over of $9000. in losses for 1947. If his net capital 
gain next year is $5000., he can use that amount 
of his carry-over to offset this gain, thus owing no 
capital gains tax in 1947. In addition, another 
$1000., of the carry-over could be used as an ordi- 
nary tax deduction. This still would leave a $3000. 
carry-over for the following years 1948 to 1951, to 
be applied similarly against capital gains and ordi- 
nary income, in such years. 


Wash Sales 


A loss registered on a “wash sale” is not allowed 
as a deduction. A “‘wash sale” occurs when the same 
stock or substantially identical stock or securities 
(such as common stock and voting trust certificates 
representing common stock) are purchased within 
30 days before or after the sale. 

Observe that the “wash sale” provisions do not 
apply to sales of securities at a profit. This fact 
creates a tax saving possibility. Readers with un- 
realized long-term profits and previously registered 
losses, may sell the securities on which they have 
a profit and immediately repurchase them. In addi- 
tion to registering a capital gain which may be 
fully offset by the previously established capital 
losses, the cost of the repurchased security is thus 
written up, so that the future years’ gain there- 
from is considerably reduced and hence the tax. 


Conclusion 


The more important points for investors to re- 
member with respect to the capital gain and loss 
provisions of the current Federal Income Tax Act 
may be summarized below :— 

(1) It is more advantageous to establish a short- 
term capital loss rather than a long-term loss. The 
former is allowable in full and it takes only $1000. 
of short-term losses to offset $2000 gains of the long- 
term variety. 

(2) Conversely, it is more advantageous to es- 
tablish long-term capital gains rather than short- 
term. 

(3) Net capital loss is deductible from ordinary 
income up to $1000., and any unused balance can 
be carried forward for five years to apply against 
future capital gains without limitation, or against 
ordinary income not exceeding $1000. in each of 
the five years. 

(4) Securities sold to establish capital losses 
may not be repurchased for a period of 30 days 
from date of sale. If repurchased before the expira- 
tion of the 30 day (Please turn to page 166) 
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Opportunities... 


for Income and Price Appreciation 


IN- BONDS 
And PREFERRED STOCKS 


By JACKSON D. NORWOOD 


HE MacGazinE oF WALL STREET’s Index of Bond 
Prices showed the following changes for the 
period indicated: 


On On 

Oct. 19 Oct. 26 
40 Domestic Corporates 115.7 1160 + 3 
10 High Grade Rails 112.3 112.3 
10 Second Grade Rails 247.2 249.7 142.5 
10 High Grade Utilities 98.6 98.7 + .1 
10 High Grade Industrials 99.8 996 — .2 
10 Foreign Governments 128.7 129.2 4+ 5 


Slow and rather insignificant progress towards 
higher levels was a feature of the bond market dur- 
ing the week under review, although Second Grade 
Rails continued their uptrend expressed in the pre- 
vious period, but with less vigor. As an exception 
to the general rule, High Grade industrials were a 


bit heavy, but with changes so slight as to preclude 
need for further comment. In scanning the record 
we see no cause for altering our policies discussed in 
recent numbers of the Magazine. The moderate 
elasticity demonstrated by the market in turning 
upward on the heels of the recent general decline 
was something to be attributed to technical factors 
rather than to a broad renewal of investment bid- 
ding, in our opinion. Hence that the more specula- 
tive Second Grade Rails should spearhead a minor 
rally, after leading the recent downward march, was 
only to be expected. 

While undeniably, the current encouraging crop 
of quarterly earnings reports by many segments of 
the economy attests to over-all soundness, and in 
most quarters better protection of bond holders 
through expanding profits, the improvement has 
been by no means uniform. Uncertainties over labor 
programs, the possible approach of a 
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highly competitive era with costs froz- 
en at flood levels, and with no assur- 
ance as yet covering potential strong 
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measures which the 80th Congress 
might implement, combine to cloud the 

280 outlook for investments carrying a 
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fixed return as well as for equities. It 
seems to us that until the air clears 
somewhat, both at home and abroad, 
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and greater stability becomes appar- 
ent, the wise thing to do is to play 
safe, waiting a while before making 





significant additions to portfolios. 
Prolonged delays by the Interstate 
Commerce Commission in granting rail 
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rates sufficient to offset the swollen 
wage costs of our hard pressed carriers 
points to the importance of politics in 
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the industrial scene. Regardless of 
motives, the effect of present ICC 
policies in the current year has been 
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to drain off large amounts of work- 
ing capital accumulated during war 
years or to deny the railroads prospec- 
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tive benefits from elimination of EPT. Whether 
broader implications are involved or if correctives 
are in sight may depend upon the views of a Con- 
gress majority after the turn of the year, and to 
decide this will require the lapse of a good many 
months. As the medium term status of the rails 
has a corresponding bearing upon that of the entire 
economy, a “watch and wait” policy for holders of 
bonds and preferred stocks appears sensible. 
Interest rates continue to show a modest trend 
towards firming. According to the Federal Reserve 
Bank, the Treasury Department probably will not 
soon be offering any long term issues to refund 
short borrowings, and although redemptions of “E” 
bonds are now exceeding new sales, this does not 
apply to all classes of savings bonds. Following 
the Fall Elections, sizeable amounts of State and 
local bond issues are likely to be sold to finance 
soldier bonuses and Veteran Housing. Some firming 
of rates for municipals 


at present levels for the common stock (between 10 
and 11), the convertible preferred stock at present 
price offers a good yield and a call on the future 
of this fast growing industry. Financial condition 
was strong at close of last year, with current assets 
aggregating $30,420, ae including $11,993,858 
cash and $7,191,127 U. Gover nment securities, 
and current hiehilitien were ar ions Since that 
time $40,000,000 of 3 per cent debentures and 400,- 
000 shares of the new preferred stock were issued 
to take care of the expansion program, and com- 
mon stock was split five for one with 6,452,836 
shares of $1 par presently outstanding. 


REPUBLIC PICTURES CORP. $1 cumulative conver- 
tible preferred stock (par $10) convertible share 
for share into common stock currently selling 
at 1414. Company was formed as a merger of 
Consolidated Film Industries and Republic Pic- 
tures Corp. in 1945. Financial condition was strong 


on April 27, 1946, cur- 








could perhaps follow. 


AMERICAN AIRLINES, 


Suggestions for Current Investment Funds 


rent assets aggregating 

$14,905,125 and cur- 
e epee te 

rent liabilities were $5,- 


INC., 314 per cent cum- Recent Call Current vutieamia ne 

’ i 2 me 7... iia ies ie Wel 472,715, leaving net 

ee Serene gee Amer. & For. Pwr. Deb. 5's, 2030............ $106 $107, 4.7% working capital of $9,- 

ferred stock (par $100) Boston & Albany R.R. Term. Imp. 4Y%4's, ‘78 94 105 4.5 432,410, as compared 

redeemable on any divi- Missouri, Kan. & Tex. Ry. Ist 4's, '90..... 84 N.C. 4.8 eee + ° 
J N. Pacific Ref. & Imp. 5's, C, 2047... 97 105* 5.1 with net working capi- 


dend date on 30 days Pittsburgh & W. Va. 


Ist 41/2's, 


1958-60.. 92 102 4.9 tal of $8,853,163 on 


notice, in whole or in Southern Pacific Deb. 4!/2's, 1981......... . 101 110 4.4 es . 06 

. § ; : Texas & Pacific Ry. Gen. & Ref. 3%, '85.. 99 105, 3.9 November 26, 1945. 
part, at $104 through Net profit for 35 
June es 1951; $103 Preferred Stocks: pre a ended July 27 
through June 1 1956; Assoc. Dry Goods $7 2nd Pfd Rirectateorasanaewan $129 N.C. 5.4%, re t d t 7 
nie $102 thereafter Baldwin Locomotive $2.10 Pfd. ................ 41 $40 5.1 1946 amounte - 
: ; : es Barker Bros. 4'/2% ($50 Par) Pfd........ 49 55 4.6 $1,199,064 equal to 51 
Convertible into 4.76 Cc blishi nin 

urtis Publishing $4 Prior Pfd. 69 75 5.8 rents a share o om- 

common shares at any General Cigar 7’% Cum. Pfd. er” RC. he ete ta 


time prior to redemp- 
tion. Stock is current- 
ly selling at 70 bid, 
71 asked on the Over 
the Counter market. 
Although company re- 
ported a net loss of 
$447,648 in the first 


(Par $25) 


N.C.—Not Callable. 
**To 10/1/46; thereafter at 105. 





Goodyear Tire & Rub. $5 Cum. Ge. _ 106 
Lipton (Thos.) 6% Cum. Pfd. (Par $25) 31 30 4.8 
‘Pacific G. & E. 5'2% Cum. Ist Pfd. 


Stokely-Van Camp $1 Prior Pfd 
Union Pacific 4% Non-Cum. Pfd............. 107 
Virginian Rwy. 6% Cum. Pfd. Par $25).. 38 


*Not prior to July |, 


mon stock after prefer- 
red dividend require- 
ments. Outstanding 
capitalization consisted 
of 400,000 shares of 
preferred and 1,817,- 
860 shares of common 
stock. Funded debt con- 


110** = 4.7 


37. N.C. 3.7 
21%, 21 4.5 
N.C. 3.7 
N.C. 3.9 


1952. 

















quarter of 1946, this 
was almost offset in the second quarter when a 
net profit of $325,900 was reported. Net loss for 
first half of 1946 amounted to $121,748 after de- 
ducting $513,023 for estimated expenses for trans- 
ition to peacetime operations representing amount 
equivalent to federal income tax credit resulting 
therefrom. This compared with net profit of $2,- 

868,140 in first half of 1945. Company operates 
the largest commercial air transportation system 
in the U nited States and in addition owns majority 
of stock of American Overseas Airlines conducting 
transatlantic flights to Europe. Company has 
shown rapid growth since 1938 when net profit 
amounted to $213,000, climbing to $4,339,000 in 
1945. Company is engaged in a vast expansion 
program and during the year sold 40 million of 3 
per cent debentures and 400,000 shares of the con- 
vertible preferred stock in order to finance this pro- 
gram. Although the conversion feature has no value 


1946 
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sisted of $5,200,000 of 


income debentures. 


CHICAGO GREAT WESTERN RY.: For those in- 
vestors of a speculative turn of mind who desire 
income and good possibilities of price apprecia- 
tion, and are willing to look ahead, the general 
mortgage income 414s of this road are attractive 
at present selling price of 41, down from a high 
this year of 83. Outstanding in the amount of 
$5,914,500, interest on the issue is cumulative 
earned or unearned up to 1314 per cent. Drastic 
reorganization has placed this road on a financially 
sound footing, and total of all debt outstanding at 
close of 1945 was $22,835,277 including an RFC 
note of $6,000,000 due 1951. Total fixed charges, 
including sinking fund appropriations, but exclud- 
ing $735,386 appropriations. for betterments, 
amounted to $1,145,072 as shown in report for 1945. 
These charges would (Please turn to page 161) 
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Late-Year Patterns 


Checking back over the market 
record for the last 30 years, this 
has not been a good time to buy 
stocks; and that is especially so 
in downtrend years. The reason 
is that the market usually is 
under tax-selling pressure from, 
roughly, mid-November into De- 
cember. In bear-market years— 
and this is one—there is natural- 
ly more tax-selling than in bull- 
market years. Whether the ele-- 
tion will change the normal sea- 
sonal pattern is questionable. 
Again looking over the back 
record, elections have had less in- 
fluence, either way, than emotion- 
al thinking anticipated. At some 
time in December, however, and 
usually between the 15th and the 
23rd, the market is nearly always 
a good trading buy for a move 
running into at least early Janu- 
ary. In 29 of the last 30 years 
there has been a year-end rally. 
The exception was 1926, a bull- 
market year. The average date of 
the December low in bear markcts 
has been the 15th, while, also in 
bear markets, the average high 
for the first fortnight of Janu- 
ary has fallen on the 9th. For 
technical reasons, bear markets 
usually produce sharper year-end 





*“The usual tables of interim earnings 
are omitted from profit and income this 
tssue, but are listed in greater detail on 
the story “What Third Quarter Earnings 
Reveal” on page 139. 
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rallies than do bull markets. Thus, 
over the 30-year period, 13 bear- 
market years brought year-end 
moves averaging 11.2%, while 17 
bull-market years produced year- 
end moves averaging only 7.4%. 


It's Not New 


Some people seem to think that 
the absence of a full intermediate 
rally to date is abnormal. It is 
not. Once a bear-market trend is 
indicated, stocks can go to sur- 
prisingly low levels before any 
big rally develops. The bear sig- 
nal was given in late August. It 
was in early September, 1937, 
that the 1937-1938 bear market 
was signalled. A comparison may 
be interesting. In the 1937 nose- 
dive it was not until the Dow 
industrial average had gone down 
about 76 points from an August 
high of, roughly, 190 to Novem- 
ber low of 114 that a real inter- 
mediate rally began. It amounted 
to about 14% and ran for not 
quite two and a half weeks. Prior 
to it, the biggest rally on the way 
down was 7.75% and most of the 
rebounds after concentrated sell- 
ing waves were considerably 
smaller than that. At the Novein- 
ber intermediate low, the bear 
market subsequently proved to 
have been about 85% over, in 
points. In the present instance, 
the average nosedive about 41 
points from its August top. With- 
in the last six weeks there have 
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been three quickturn snapbacks, 
each exceeding in percentage the 
average of the 1937 rebounds, 
prior to that year’s November- 


December secondary recovery. 
With the exception of the latter, 
which came only after a decline 
nearly double the scope of this 
one to date, the recent October 
10-16 rebound was larger in per- 
centage than any rebound during 
the 1937 nosedive. We do not say 
this history will repeat. Our point 
merely is that in modern cash- 
based markets it appears that 
stocks either must be violently 
over-sold, or must get some unex- 
pected impetus from the news, to 
have a really good rally. It might 
be added that the best rallies in a 
bear market often come when 
hopes therefor are running low. 


Building Stocks 


It is this department’s view that 
corrective adjustment in the buil- 
ding situation will consist mainly 
of eliminating __ black-market 
prices and of forcing the present 
swollen gross profit margins of 
contractors back to normal. That 
can occur without any major con- 
traction in construction activity 
or sales of building materials 
manufacturers. All that is re- 
quired is an adequate supply of 
materials in dealers’ hands and a 
moderately more competitive 
situation in the sale of houses. 
The legitimate materials compan- 
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jes-—all those with listed stocks— 
are operating under price ceilings 
and doing well. We doubt that 
they will suffer much 1947 
shrinkage in sales or selling 
prices, if any. If this is so, the 
good 1946 share earnings of such 
companies as Johns-Manville, 
Flintkote, Lehigh Portland 
Cement, Lone Star Cement, Na- 
tional Gypsum, Ruberoid and U. 
§. Gypsum should be about dup- 
licated next year. They might in 
some cases even be a bit higher. 
Hence, selected building stocks 
should be among the most attrac- 
tive buys when there is evidence 
that the market has made bottom. 
It is to be doubted that the mar- 
ket will discriminate importantly 
in their favor before the major 
turning point is recognizable. 


Dead Pan 


We note with interest that steel 
earnings, by and large, are every 
bit as good as we told you (right 
here two weeks ago) that they 
would be. In some cases they are 
sensational, including the giant 
U. S. Steel and the little Sharon 
Steel. Of course, good results are 
not confined to steels. Most auto 
accessory reports range from 
good to _ better-than-expected. 
Earnings of “light-industry” 
lin es—for instance, retailing, 
drugs, liquors, textile, etc.—re- 
main excellent. You can add 
to that the fact that each day 
brings its quota of increased 
or extra dividends. And what 
is the market response to all 
this good news? Probably we 
don’t have to tell you. It is just 
“dead pan”. That is further evi- 
dence, if any be needed, that the 
market regards economic condi- 
tions as fundamentally unsound 
for the time being. So they are. 
The whole country should know 
by now that there is no prosperity 
in price-wage inflation. The na- 
tional pur chasing power—that is, 
income payments in dollars of 
prewar buying-value — has been 
trending down for many months. 
And it will take us a goodly time 
to clean wp the mess created by 
this wnsupportable inflation of 
everybody’s cost of living and 
cost of doing business. In fact— 
eacept m stock prices and prices 
of cotton and grains—we have 
not even started the adjustment. 
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Earmarking 


It is too early for renewed general 
buying of common stocks but not 
too early to start looking around, 
checking carefully into situations 
which appear to have exceptional 
long-term promise, and earmark- 
ing some stocks for later buying. 
Otherwise, whenever the bear 
market winds up, it can find you 
inadequately prepared to take 
advantage of an opportunity 
such as usually comes only at in- 
tervals some years apart. You 
should earmark more stocks than 
you intend to buy. For instance, 
supposing you have picked half 
a dozen of about equal merit, 
one or two might run into air- 
pocket breaks as the general de- 
cline simmers to a stop, making 
them available on a price basis 
considerably more attractive than 
for the others. 


Case in Point 


One stock worth putting on this 
tentative buy list is Sutherland 
Paper. This well-managed, mod- 
erate-sized company has an ex- 
cellent record of progressive 
growth of sales and earnings. The 
latter will exceed $4 a share this 
year, a record high. The business 
is mainly in specialized paper 
containers, and has been free of 
the over-capacity and erratic 
price fluctuations which have 
affected much of the general 
paper trade in times of normal 
competition. In fact, Sutherland 
needs more capacity to meet the 
indicated long term demand. 
Hence, we do not consider pres- 
ent good earnings abnormal. In 
time, they should be bettered. The 
stock’s range this year has been 
5514-38 and the price as we write 
is around 42. But it has sold well 
under 42 in every past year. Your 
objective should be to buy it at 
an unreasonably low price, which 
does not yet obtain. The capital- 
ization is only $1.5 million of 
medium-term serial debt and 
344,400 shares of common. Un- 
broken dividends have been paid 


since 1923. 


Another 
Altogether general construction 


activity was substantially lower 
in 1937 than in 1929—these two 
years representing cyclical peaks 


—net income of the Ruberoid 
Company, maker of a number of 
lines of asphalt and asbestos 
building materials, nearly doub- 
led, reflecting competitive gain. 
The company is far smaller than 
such leaders as Johns-Manville 
and U. S. Gypsum, but its “qual- 
ity” will be suggested to you by 
the fact that it has paid continu- 
ous dividends for 57 years or ever 
since it was started in 1889. It 
is a thin-market stock—since the 
sole capitalization is 397,806 
capital shares—making for wide 
bull-market and_ bear-market 
swings. The range this year has 
been 65-4014. Present price: 
around 49. It has sold much lower 
in many years. Current earning 
power appears to be around $5 a 
share a year. 


Catalin 


Despite the fast growth in plas- 
tics in recent years, the trade be- 
lieves there is ample business 
ahead for all efficient producers 
for a long time to come. The big- 
gest makers are the giant chem- 
ical companies, and for them plas- 
tics are only one _ line—which 
“blunts” the speculative appeal. 
(It would take super-phenomenal 
growth in plastics to increase du- 
Pont’s total earnings by as much 
as 50%). One of the few direct 
speculations in plastics is the 


Catalin Corporation, which is 
making good progress. Current 


earning power is probably at an 
annual rate of around $2 a share, 
and the longer-term potential 
may well be over $3 a share. The 
simple capitalization is 564,702 
common shares. Range this year 
(New York Curb Exchange) has 
been 2314-12. Current price is 
around 134%. Watch it. 


Air Lines 


During the honeymoon period for 
air line stocks, this column always 
had reservations about them, 
pointing out that, at best, long 
term earnings were anybody’s 
guess. Well, the honeymoon seems 
over. There is plenty of expap- 
sion ahead, but its profitability 
becomes steadily more doubtful as 
problems relating to costs, load 
factors and competition multiply. 
Having been deprived of its over- 
seas monopoly, Pan American is 
(Please turn to page 166) 
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The Personal Service Department of THz Macazing or Watt Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 
lowing conditions: 


Confine your requests to three listed securities at reasonable intervals. 
No inquiry will be answered which dees not enclose stamped, self- 


No inquiry will be answered which is mailed in our postpaid reply 


1. Give all necessary facts, but be brief. 
2. 
a 
addressed envelope. 
4. 
envelope. 
5. 


Special rates upon request for those requiring additional service. 





preferred stock and 1,410,866 
shares of common stock. Con- 
solidated balance sheet as of June 
30, 1946 showed total current 
assets of $45,578,391, including 
cash and Government securities 
of $23,608,928. Total current 
liabilities $6,689,055 ; net current 
assets $38,889,336. 


Sales for year of 1945 
amounted to  $108,820,097. 
Earnings per common - share 


$1.94 compared with $2.84 in 
1944. Net sales for 6 months to 
June 30, 1946, $47,505,749, net 


"Easy" Money? 


As a subscriber to your publication, I 
would like your candid, honest and un- 
biased opinion of my venture into Wall 
Street. 

I went in as a speculator thinking to 
make some of that easy money, but the 
rude awakening was that those kind of 
profits are the hardest and most elusive 
to acquire. 

First of all, I went into the market too 
late. Second, I didn’t get out in time 
when I sensed that that which has hap- 
pened in Wall Street was a foregone con- 
clusion; due to over-optimistic statements 
from my broker I over-stayed and con- 
sequently lost the five points profit I had, 
then with that will-o’-wisp of hope, sell 
on the next upward surge—which, of 
course, did not materialize, I am now as 
the author of your “For Profit and In- 
come” says an involuntary investor. 


M.A., Freeport, N. Y. 


The recent sharp market de- 
cline was an eye-opener to many 
new stock traders. It has shown 
them that there is no easy road 
to wealth through stock specula- 
tion. Attempting to catch short 
term market swings is an extreme- 
ly hazardous business. It is best 
to be guided by major market 
trends. Proper timing of pur- 
chases and sales is of the essence. 
The best time to buy is when the 
market is low and everybody is 
pessimistic and stocks have fallen 
well below intrinsic values. The 
time to sell is when the market has 
had a long rise and stocks are 
selling at abnormally high price- 
earnings ratios and dividend 
yields are low; then despite the 


extreme optimism shown every- 
where, the market hesitates and 
gets nowhere in general, although 
special stocks may continue to 
reach dizzy heights, then the time 
to dispose of issues is at hand. 


Do not purchase a stock on 
hearsay, hunch or impulse, but 
study the company, its manage- 
ment, its industry, competitive 
position, financial condition, earn- 
ings record over a period of 
years, dividend payments, new 
product developments and future 
possibilities. 

Exercise patience and always 
keep a cash reserve for protection 
and to be in a position to take ad- 
vantage of opportunities as they 
arise. 


Armstrong Cork Co. 
Please furnish earnings, dividends and 

outlook for Armstrong Cork Co. 
B. E., Kansas City, Mo. 
Armstrong Cork Co. was in- 
corporated in 1895 as successor 
to business originated in 1860. 
Company is the largest domestic 
manufacturer of linoleum, corks, 
cork-board insulation, cork com- 
positions, cork and synthetic rub- 
ber compositions; also produces 
asphalt tile, felt base rugs and 
floor coverings, glass containers 

and various other specialties. 

Capitalization consists of 161,- 
522 shares of $3.75 cumulative 


THE 


profit $1.19 a share. 


75¢ thus far in 1946. 
Company plans 


pects continue favorable. 


Grandma Handles Own 
Investments 


Am an old lady of eighty with a family 
smarties”’ around me who think 
burned at the 
stake for wanting—still to handle her own 
having been a 
“trader” (small one, of course) all my 
life don’t want to abdicate just yet, and 
am looking to you to help me “show ’em.” 
Should like to get back in the upper 
brackets once more before shoving off; 
so please hand me over to one of your 
not too busy boys who may have a grand- 
ma of his own and who will feel inter- 
ested in helping me add some shekels to 


“ 


of young 


“Grand-Ma” should be 


financial affairs, but 


the fast-dwindling family coffers. 
B.M., San Francisco, Calif. 


We admire your spirit; evi- 
dently you feel that it is “never 
to late to earn.” 

As the market has declined 
sharply recently, we recommend 
temporary retention of your hold- 
ings of Radio Corporation and 
Boeing Airplane, but on any 
sharp recovery in market price 
we recommend sale, despite the 
favorable outlook for these com- 
panies, as they are too speculative 
for a person in your position. 

(Please turn to page 171) 
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Dividend 
paid in 1945, $1.50 a share and 


considerable 
expansion in its plants both here 
and abroad and as there is a large 
demand for its products, pros- 
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heeping Nbreast of Industrial 


~ and Company News - 








In these confusing times, the opinions of Government authorities and indus-— 
tral leaders as to the state of the economy, sometimes agreeing and sometimes in 
conflict, at least give food for thought. The current flood of strong expressions is 
a healthy sign that the nation is "talking it out" as never before. 


W. Averill Harriman, new Secretary of Commerce, in a recent speech decried 
current fears of an impending serious economic set back, attributing such notions to 
"unreasoning defeatism." He is confident that with Government, labor and industry 
fully aware that readjustments of varying intensity may crop up, leaders in all groups 
are now prepared to forestall their impact by co-operative action. 





Another Cabinet officer John W. Snyder, Secretary of the Treasury, leans 
heavily upon statistics to prove his contention that the economy is well on the way 
towards "a continuing high level of prosperity". To support his premise, he points 
to the current industrial production peak of 176, and the evidence that freight car 
loadings and electric power consumption are of record peacetime proportions. 





As for John D. Small, Civilian Production Administrator, he scouts the sug— 
gestion that a recession may occur in 1947, and while admitting that a "leap—frog" 
race between wages and prices would be disastrous, sees justification for further 
moderate wage boosts to keep pace with advancing living costs. 








Without mincing his words, however, Ira Mosher, Chairman of the National Asso- 
ciation of Manufacturers, holds that the nation "has been placed at the mercy of a few 
arrogant labor dictators" by highly partial rulings and legal interpretations on the 
part of Government authorities. He points out that never yet has the Department of 
Justice been able to get to first base in proving monopolistic abuses by labor. 











But unusual significance is attributed to a recent article in the official 
magazine of the International Brotherhood of Teamsters, AFL, stating that strikes 
have become a national menace in being an invitation to inflation and depression. 
Unless curtailed, the view is promoted that chaos will follow and organized labor 
will perish. 





In discussing what he considers a clear—cut struggle to decide whether the 
nation is to enjoy freedom or totalitarian rule, Whipple Jacobs, president of Belden 
Manufacturing Company, has urged members of the National Electric Manufacturers Assn. 
to stress the American way as well as their products through effective public relations. 





How differently sales managers currently appraise medium term volume poten— 
tials under present clouded outlooks is revealed by recent statements. D. U. Bathric, 
general sales manager of GM's Pontiac division, warns his dealers that we are approach— 
ng a buyer's market right now and that by next summer they may have to push sales 
with peak effort. 
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On the other hand, Thomas H. Keating, sales manager of GM's Chevrolet divi- 
sion, cannot see how the industry can possibly catch up with deferred demand for at 
least twelve months to come. He claims that unfilled orders for his cars are still 
soaring, as has been the caSe with every frequent check up since the first of the 
year. Pay your money and take your choice of the two views. 





Countless new products are beginning to appear on retailer shelves. M. S. 
Chappel & Co., specialists in "new products for industry, are broadening their scope 
of operations with a number of unique devices which will be making industrial history 
before long. 





Barring further interruptions and restrictions upon raw materials, 1947 
potentials for the Brewing Industry are exceedingly bright, with a further reservation 
that the national income does not recede. Leaders in this industry have hopes that 
the public may quench its thirst next year by drinking 7 million more barrels of beer 
than in 1946, establishing an all time record of 95 million barrels. 





Highly indicative of American enterprise on a large scale is the announcment 
that a $70 million complete new city will be constructed on 2300 acres near Olympia 
Fields, outiside of Chicago. American Community Builders, Inc. have already started 
field work on this tremendous project, which will provide homes, stores, offices and 
amusement centers for 25,000 people. 





Steadily increasing demand for steam turbines and electric generators has in— 
duced General Electric Co. to proceed with plans for a new $20 million plant to be built 
in Schenectady. When work is started 20 months will be required for completion. Such 
confidence on the part of GM's management in viewing the future may account in part 
for the fact that, despite dismal 1946 operations to date, this sound concern has added 
some 6800 new stockholders to its roster. 





Electric trackless trolley coaches promise to become increasingly popular 
throughout the country. The New York Board of Transportation has just placed an order 
for 200, at a cost of $16,724 apiece, with the St. Louis Car Co. and plans are on the 
board for 235 more. These coaches will be placed upon Brooklyn surface lines. 


It won't be long now before Howard Hughes' gigantic new airplane, capable of 
carrying 700 persons will have everyone rubbernecking at the sky. Already on the 
huge wings have been placed eight engines, powerful enough to haul seven trains or to 
furnish electricity for a city of 36,000. Th tail of this giant flying boat would 
reach to the top of an eight story building. 





A new marvel of the age is an electronic multiplier, first business machine to 
use this war—bred novelty. International Business Machines Corporation has developed 
this machine which substitutes vacuum tubes for thousands of former moving parts. At 
the rate of 100 per minute it can punch twelve digit numbers on cards as the amount of 
six digits multiplied by six more. . y 





Price boosts granted to the bed industry have thus far had not had the desired 





effects in speeding up production. Trouble here is the same as in many other indus— 
tries; that is to say scarcity of parts due to Federal controls. More definitely, it 
is impossible to ship beds without an ample supply of wire springs, an item currently 
hard to find. 
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Our Special Gift to You 
In This Major Market Cycle 


‘5 Strategic Plans 


for Handling Your Investment Funds 


for IQ47 


You will find this important new book especially designed to serve you at this time in 
clarifying the cross currents in the major investment cycle now developing. It analyzes and 


evaluates — clearly and simply — new political. economic and financial forees shaping up 
7 in the world today emphasizing their effect on our economy and industries . . . how they 
r) will affect you as a businessman and investor. 


Alert to the changing conditions 


capital soundly placed 
continuing profitable position. 


INT,ODUCTION — The World Today... 
—International Aspects ... U.S. World Position . . . Economic 
and Political Struggle of Democracy vs. Totalitarianism . . . 
Middle-of-Road Modification of Free Enterprise. 

Industry and Trade ... At Home and Abroad ... Our In- 
creased Industrial Productivity 
Backward Nations ... Bi-Metallism ... Tariffs . . . Cartels. 
ete... . Deflationary vs. Inflationary Factors . . . Budget 
‘ National Debt; Military Appropriations, Taxation. 

PAI 


!__Where Various Industries Stand in Our 
Modern Economy 

Appraises Position and Outlook for Mature, Stable. Growth 

and Embryonic Industries; 

Projects Effects of Politics on Industry . .. Extent of Gov- 

ernment Control Likely Anti-Trust Legislation 

Where Possible Nationalization. 


PART I!—-Yardsticks for Investment Under To- 
day’s Conditions 
—Selecting Companies for Investment . for Profit . 
for Capital Building . . . in New Major Cycle; 
Reappraising Varying Trends for Individual Companies .. . 
Those Favorably Situated—Static—Marginal . . . Well-En- 
trenched vs. Newcomers; 
Sifting Companies from Standpoints of Working Capital . . . 
eserves ... Competitive Strength . . . Regional Shifts .. . 
Cost-Ratios . . . Record Management . . . Dividend Policies. 
PART IIl__Basie Market Pattern for 1947 
Findamental and Technical Factors Operative in Today’s 
Security Markets Prospective Government Regulation 
. Trend in Capital Gains Tax ... Affects of Changes in 





TO READERS OF 





. and their investment implications ... 
analyst. deals with the means and avenues fer advantageous employment of investment funds . . 


Industrialization of 


Mr. Durand. distinguished 
. of venture 


. and presents strategic portfolios to help you adjust and maintain a sound ane 


Margin Requirements; Outlook in Money Market. 
Explaining Market Cycle ... Timing Buying as Major Turn 
Develops .. . Choosing Peaks to Sell on Intermediate Rallies 
Advantages and Fallacies in Use of Charts . 
Turning Points. 


PART |V —5 Strategic Investment Plans for 1947 
Keeping the proper balance between cash and securities 
with proven methods of bulwarking your investment posi- 
tion under varving conditions. Ways and means to recoup 
losses and secure profits 


Detecting 


1. The Best Method for Averaging on Sound Issues Pur 
chased at Higher Levels . . . Marking Down Process 
.. . Pyramiding Theory and Practice: 

,, When to Take Profits to Reduce Original Costs on 


Stocks Purchased for Investment Appreciation: 
When and How to Accumulate Cyclical and Growth 
Issues for Long Term Capital Building; 

4 Ways to Select Issues for Venture Capital—for Dynami 
Profits ... Use of Puts and Calls: 

When to Buy Top-Grade Issues for Capital Building 
with Above Average Income Return. 


PART V — Balanced . . . Diversified Portfolios For 
$10,000, $25,000, $50,000 


A—For Income and Safety ... for maintaining income .. . 
for those retired, professional men, for widows. 

B—For High Yield and Profit . for those able to take 
businessman’s risk. 

C—For Speculative Profit for building capital with 
special emphasis on low-priced. stocks. 
For Venture Capital . . . where moderate sum can be 
set aside for issues with expansion possibilities. 


VI 
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T this Yuletide . . . in the midst of epoch-making changes with new horizons beckoning the 
I 5 & 
well-informed . . . give the priceless gift of knowledge and counsel that point the way toward 





the better understanding that means greater stability and security. 
More significant than ever in its keen perception of developing trends, its forthright dependability, its 
sound common-sense, no Christmas gift you can give this year will be more gratefully received and ap- - 
preciated than The Magazine of Wall Street. It will unfold for the recipient the drama of the swiftly- 2 
paced industrial and economic world in which we live... it will express your interest in his welfare “ 
... and 26 times during the year he will be reminded of your thoughtfulness. He will turn to The Maga- 
zine of Wall Street with interest at first . .. then with eagerness . . . because he will find it profitable and { 
good ... and because he will gain an understanding of domestic and international affairs which he never 
believed he could acquire so easily. 
Give She MM lagazine of Vall Street - 
Your Business Associates and Friends — who Your Womenfolk — because it will assist them 
will appreciate having at their disposal a source in acquiring the background and perspective 
which so reliably weighs and interprets the un- they need today and tomorrow—to safeguard 
precedented forces shaping industrial and in- the financial security you have built for them. 
io trends. It peso ey : — of interest Yourself — because each issue deals in a most 
anc promote your business relations. practical way with today’s vital problems re- 
Your Executives and Employees — to help them garding your business and your — 
broaden their viewpoint, stimulate their in- (sand particularly since it is the most de- 
terest in the important industrial and economic pendable guide you can get, regardless of price. 


changes taking place and better qualify them 
for the positions they hold. 


in Addition—New $2.50 Book—FREE 


Mail the coupon below with your remittance today. Your 
gift subscription will start with our Christmas issue and 
bring a private-edition copy of our timely new book, 
“5 Strategic Plans for Handling Your Investment Funds 
for 1947” (described on reverse side) immediately on 
publication. Each subscription also includes confidential 
inquiry service—FREE. (We mail each recipient a hand- 
some Christmas Card extending your sincerest wishes.) 


MAIL THIS SPECIAL 
ne a Sy Orme 






















The Perfect Combinatior 
For Epochal 1947 





The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 

_] I enclose $10—enter (or extend) my own personal subscrip- 
tion for one year (26 issues). [) $17.50 for a special two 
years subscription (52 issues). 


Te CS, Rae emcee. Ener. Xmas subscrip- 
tions including handsome Christmas Gift Cards. $10 for the 
first subscription, $7.50 for each additional subscription. All 
subscriptions include Consultation Service—also FREE copy 
of “5S Strategic Plans for Handling Your Investment Funds 
for 1947” (value $2.50). 


Name 
Address 
Name 
Address 
Name 


Address 


ARN ap We AD GRE Aap A ms at ai 






Rt nt Soy ineiae* 


Beautiful Gift Card 


MON! 
|, an 
makine 
Mar. 
aroun¢ 
US 


TRAD 
week 

substa’ 
womer! 
to mal 
invent 
will sti 


INDU: 
causec 
eral le 
20, 19 
Civilia 
590,00 
a mon 
a seas 


COM 
moval 
in othe 
but pe 





1935-1939 = 100 





















Dr 















PPLE AEE AOA IY AEE OND RE ARN HO RE 









tt 





| EXThe BUSINESS ANALYST 





riod 

i 
pdt ad 
atitise Cerihar 




















[| Hi 
i t 
ag TA 


SUMMARY 


MONEY AND CREDIT—Treasury redeemed, on Nov. 
|, an additional $2 billion of short term securities— 
making a total of $20 billion redeemed in cash since 
Mar. |, and reducing the Treasury's cash balance to 


around $6 billion. Commercial paper rates raised to 
Z%p—|%—the third advance of 14%, this year. 


281418 het 
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TRADE—Department store sales picked up sharply in 
week ended Oct. 19. Stores push clearance ye of 
substandard merchandise and soon-to-be-out-of-fashion 
women's wear, with price mark-downs of 10% to 30%, 
to make way for more up-to-date goods next year. Some 
inventory losses will result; but remaining overall profits 
will still be large. 


INDUSTRY—Mild sag in business activity continues, 
caused main!y by car shortage and strikes; but the gen- 
eral level is now nearly 11°/, above the week ended Oct. 
20, 1945, which marked the bottom of the post V-J dip. 
Civilian employment in early September was only 
590,000 less, and unemployment on!'y 30,000 more, than 
a month earlier; despite the re-opening of schools and 
a seasonal decline in farm labor. 


COMMODITIES—Skying of livestock prices upon re- 
moval of ceilings has been followed by a sharp decline 
in other commodity prices. Severe slump not expected; 
but peak probably passed. 

















MONEY AND BANK CREDIT 
[WEEKLY REPORTING MEMBER BANKS] 
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Strikes and the car shortage were largely responsible 
for a further mild sag in Business Activity during the 
fortnight ended Oct. 19; but the overall volume of busi- 
ness is now nearly 11%, above the like date last year 
which marked the bottom of the post V-J Day dip. The 
margin of increase over last year will narrow progres- 
sively from now on; since comparisons will be with the 
recovery phase last autumn. 

* * * 

Department Store Sales in the week ended Oct. 
19 were 24% ahead of the like period last year, com- 
pared to the preceding week's gain of only 15% and a 
cumulative increase of 29°/, for the year to date. Owing 
to the parcels delivery strike, sales in New York City 
were 3% lower than a year ago; but the Fourth Federal 
Reserve District, which includes Pittsburgh, reported a 
rebound in sales to a level 31% above last year. 

* * (% 


The stores are pushing Clearance Sales of substand- 
ard merchandise and soon-to-be-out-of-style women's 
wear, with price mark-downs of 10% to 30%, to make 
way for more up-to-date goods next year. The scramble 
to unload has been speeded by recent lifting of the 
Government ban on women's dress frills. Some inven- 
tory losses will result; but remaining overall profits will 
still be large. 

a a 

Demand for Electric Power is so great that pro- 
ducers fear they may not be able to meet peak require- 
ments in all localities this coming December. There is 
(Please turn to following page) 
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Latest Previous Pre- 
Wkor Wkor Year Pearl 
Date Month Month Aao __ Harbor PRESENT POSITIAN AND OUTLOOK 
MILITARY EXPENDITURE (tf) $b Oct. 23 0.36 0.26 1.06 0.43 (Continued from page 157) 
Cumulative from Mid-1940............. Oct. 23 344.1 343.7 313.3 14.3 talk of asking for voluntary curtailment of con 
sumption. The industry needs at least a mil- 
FEDERAL GROSS DEBT—$b Oct. 23 263.3 263.3 261.5 55.2 lion kw. additional generating capacity; but 
strikes earlier in the year at copper and elec. 
MONEY SUPPLY—Sb trical equipment plants have prevented attain- 
Demand Deposits—101 Cities........] Oct. 23 392.7 393 399 243 | ment of the required facilities. 
Currency in Circulation............ ....-. Oct. 23 28.6 28.6 28.0 10.7 * * * 
Car Loadings in the week ended Oct. II, 
BANK DEBITS—-13-Week Avge. despite the car shortage in relation to demand, 
New York City—$b..........:.cceeee Oct. 23 6.55 6.57 13 3.92 | were the largest since the week ended August, 
Other Citi $b Oct. 23 8.55 8.59 7.18 5.57 . i 
100 Other Cities—$D...................-+- 1930. The O. D. T. estimates that shippers 
could load 164,000, or 20%, more cars weekly 
INCOME PAYMENTS—$b (cd) Aug. 13.47 13.98 12.67 8.11 | ig they were available. As things are, 100,00) 
Salaries & Wages (cd)............... 4 pot nh) carloads are not being produced for lack of 
ee Aug. 2.17 2.27 1.82 1.21 | transportation and the remaining 64,000 are 
includ'g Govt. Payments (e9)...... Aug. 2.23 2.41 1.87 1.28 | being produced and warehoused. The railroads 
on Oct. | had 61,419 freight cars on order, 
CIVILIAN EMPLOYMENT (cb) m Sept. 57.4 58.0 51.3 52.6 against only 38,315 a year earlier. 
Sep. 8.7 9.1 8.8 8.9 oe, e 
Agricultural Employment (cb)....... P ; 
Employees, Manufacturing {Ib). — poe — eo ev Despite higher wages and other costs, Class 
Employees, Government (Ib)..... 9 ‘ 5 . : | Railroads had an aggregate net income of 
UNEMPLOYMENT (cb) m Sept. 2.0 2.0 1.6 3.4 | $51 million in August, approximately the same 
as a year earlier. Net for eight months, how- 
FACTORY EMPLOYMENT (ib4) Aug. 145 141 149 147 ever, was only $55 million compared with $444 
Durable Goods ...............:.s0000 nests Aug. 165 161 188 175 million for the like period last year. 
Non-Durable Goods ...............-:0000+- ‘Aug. 128 125 118 123 raga 
FACTORY PAYROLLS (Ib)4 ied — a a ae a 
Civilian Employment in early September was 
only 590,000 less, and unemployment only 30,000 
FACTORY HOURS & WAGES (ib) “Tay 39.6 40.0 44.0 40.3 more, than a month earlier; despite the re- 
Weebly Hours ee 109.3 108.4 103.3 78.1 opening of schools and a seasonal decline in 
Hourly Wage (cents) ..............:0+ Y 
Welly Wage ($) .ncencccn----- July 43.35 43.30 45.45 31.79 | farm labor. The Census Bureau also estimates 
that only 2,020,000 were idle (with a job, but 
PRICES—Wholesale (1b2) Oct. 19 135.1 126.0 105.5 92.2 not at work) in early September—440,000 fewer 
MND cao sieves ccencstek spe. leas neee Aug. 159.8 156.3 142.2 116.2 than last year. Fewer are on strike now than 
a year ago. 
COST OF LIVING (ib3) Aug. 143.7 141.0 129.3 110.2 he 
Aug. 171.2 165.7 140.9 113.1 Skying of livestock prices upon removal of 
Clothing Aug. 159.7 157.9 146.4 113.8 price ceilings has been followed by a sharp 
Rent Aug. 108.7 108.5 108.2 107.8 decline in prices of other Farm Products under 
expectations that heavy marketing of livestock 
RETAIL TRADE $b will curtail the demand for feed grains, par- 
Retail Store Seles (cd) Aug. 8.54 7.67 6.32 4.72 | ticularly corn. The B. A. E. predicts, however, 
“nc oe a 2 RIOR Aug. 1.77 1.61 0.94 1.14 | that prices for the 1946-7 corn crop will aver- 
Non-Durable Goods ..............02+- Aug. 6.77 6.06 9.38 3.58 | age moderately above the Government support 
Dep't Store Sales (mrb) ....... errs pg ae ro — co level of $1.15. With the largest domestic grain 
Retail Sales Credit, End Mo. (rb2) ° : ' crops in history and smaller export demand, it 
seems a fair guess that agricuitural commodity 
MANUFACTURERS i " futures price indexes have passed their peaks. 
d 2)—Total ........ .... uy: 2I 202 133 181 Spot indexes, h i 
ee le eg re ee reo 
Non-Durable Goods .... Aug. 194 185 181 157 ee 
Shipments (cd2)—Total Aug. 223 207 222 184 Poa ee 
Durable Goods ........ssssceecsesseees ~~ a. 217 262 223 Owing to a seemingly insatiable demand, 
Non-Durable Goods. ............:0:00+ ug. 16 20! 194 158 meat and dairy products are likely to be short 
of requirements for some time to come, a situ- 
BUSINESS INVENTORIES, End Mo. e ation that will prevent any great drop in prices. 
orhuarey ug. 31.2 20.) 267067 
et Aug. 184 18.0 163 15.2 tae 
: ug. 4.8 4.7 3.8 4.6 e world’s Grain Crops this year are ex- 
Wholesalers A Ls id's Grain C his y 
Retailers’ — 8.0 7.4 6.6 7.2 pected to total slightly more than the pre-war 
Dept. Store Stocks (mrb)................ Netisiaes 1.9 1.8 1.4 1.4 average; but, as demand is far above pre-war, 
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Latest Previous Pre- 
Wkor Wher Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _ Harbor 
BUSINESS ACTIVITY—i—pc Oct. 19 154.3 155.6 140.6 141.8 
(M. W. S.)—i—np Oct. 19 168.3 169.8 151.9 146.5 no major slump in prices such as took place in 
INDUSTRIAL PROD. (rb)—i—np | Sept. _— ae; ee ee Po ee ee 
Mining ee Sept. 145 143 134 133 ae a 
urable Goods, Mfr. ...........cscceseee: Sept. 211 207 194 215 + 2s 
Non-Durable Goods, Mfr................. Sept. 161 163 156 141 Life Insurance Sales in September totaled 
CARLOADINGS—t—Total Oct. 19 932 899 774 833 $1.7  billion—71% ahead of the like month 
Manufactures & Miscellaneous... Oct. 19 401 389 269 379 last year and 70% above the last September 
Mdse. L. C. Oct. 19 130 130 114 156 haf th Sie 6 ° h led 
ae. Oct. 19 50 50 60 43 etore the war. Sales tor nine months totale 
—_— | $15.9 billion—55% ahead of the like period last 
ELEC. POWER Output (Kw.H.)m Oct.19 4,540 4,495 3,915 3,267 year and 90% above the first nine months of 
SOFT COAL, Prod. (st) m Oct. 19 as ws ss ws |. 
Cumulative from Jan. |............ resitens Oct. 19 426 414 459 446 es 
Stocks, End Mo Aug. 48.0 43.6 51.1 61.8 New Capital raised through flotation of 
PETROLEUM—(bbis.) m corporate securities in July, according to the 
Crude Output, Daily... Oct. 19 4.7 4.7 4.6 4.1 SEC, totaled $336 million—largest since 1934, 
—- _— 09 7 a po 2 b and $146 million more than in July, 1945. Chair- 
Heating Oil Stocks......c.cccne Och iF Samy A Enchen off the Fedral Reserve Beard fave 
ee ee ee re — = ae i ~ a tremendous demand for new capital 
. ie . e . t . . 
adie Sek. tte, Ted. &) b... fn 38 39 37 26 ae years to come, barring a business de 
STEEL INGOT PROD. (st.) m Sept. 6.52 6.89 5.98 6.96 * * * 
Cumulative from Jan. J... Sept. 47.3 40.8 61.8 74.7 
en Interest Rates on commercial paper have 
just b H y <a | ° z 
Pen cab oar Cin os os - “s - jus wie nepon to i, . 1% te om ad 
Cumulative from Jan. Vaccine cn 0 ae eee ee eee 
era eserve Boar elieves that this year's 
MISCELLANEOUS ‘ : 
Paperboard, New Orders (st)t...... Oct. 19 156 159 134 165 ag bicegee’ a — ene ee 
U. S. Newsprint Consumption(st)t | Sept. 378 366 300 352 —— a oe See Cee ers ee 
Do, Stocks, End Month ................ Sept. 371 388 447 523 casioned by cash redemptions of Government 
ee ware ek ey ya =. ae +. 35 securities and so does not point to a coming 
Portland Cement Pr'd't'n s.)m. ug. . 15. . 14.9 f lly higher i 
Machine. Tool Shipments—$m........ Sept. oe me ee eee 











| ag—Agriculture Dep't. b—Billions. 


ment and Charge accounts. st—Short tons. 


cb—Census Bureau. 


cd—Commerce Dep't. 


cd2—Commerce Dep't. Avge. Month 1939—100, 
cdlb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. en—Engineering News-Record. |—Seasonably adjusted Index. 
1935-9—100. Ib—Labor Bureau. Ib2—Labor Bureau, 1926—100. ib3—Labor Bureau, 1935-9—i00. Ib4—Labor Bureau, 1939—100. It—Long 
tens, m—Millions. mpt—At Mills, Publishers and in Transit. mrb—Magazine of Wall Streeet, using Federal Reserve Board data. 
Without compensation for population growth. pc—Per capita basis. rb—Federal Reserve Board. 


np— 
tb2—Federal Reserve Boerd, instal- 


t—Thousands. tf—Treatury and Reconstruction Finance Corp. 
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No. of 1946 Indexes (Nov. 14, 1936 Cl.—100) High Low Oct.19 Oct. 26 
Issues (1925 Close—100) High Low Oct.19 Oct.26 | 100 HIGH PRICED STOCKS... 112.55 83.48 85.40 83.79 
300 COMBINED AVERAGE ..... 191.7 132.9 136.4 133.8 100 LOW PRICED STOCKS... 247.97 157.79 162.82 159.64 

4 Agricultural Implements .. 265.7 159.8 167.7 159.8b 6 Investment Trusts .............. 84.1 55.7 57.0 55.7a 
13 Aircraft (1927 Cl.—100).. 284.4 174.8 180.9 174.8a 3 Liquor (1927 Cl.—100).... 1479.8 955.4 961.7 980.1 
6 Air Lines (1934 Cl—I00) 1208.6 659.4 691.9 659.4a | 8 Machinery oo.cccccccsecsseeneen 206.4 137.9 1444 137.9 
Dy PURONMII En casneseceascesoees 218.6 143.7 150.5 145.0 Fai COE sca c cscs snocecesc? 206.3 125.2 135.0 125.2a 
15 Automobile Accessories .. 336.2 185.3 197.2 188.5 3 Meat Packing ..........0.00.. 132.7 92.4 106.3 99.0 
Ht Automobiles: ....c..cac.-cecocss- 62.2 34.2 35.6 34.2a 13 Metals, non-Ferrous .......... 299.7 176.3 183.8 178.7 
3 Baking (1926 Cl.—100).... 26.0 20.2 21.9 22.9 ELC). a ane en ae ee 44.0 32.7 34.2 34.1 
3 Business Machines. ............ 360.3 267.7 278.7 269.2 Bw COTOLQUIY 55 csesaciscasavctvesssses 227.0 173.8 178.3 175.8 
2 Bus Lines (1926 Cl.—100) 229.9 159.0 165.1 159.0a 20 Public Utilities 00.00.0000... 165.5 111.5 114.8 114.4 
A’ CShemicals:  .....ccccccecccs.sessesnes 290.2 218.7 223.6 218.7a 5 Radio (1927 Cl.—100) .... 42.0 20.5 21.7 20.6 
2S OAt WAINIAG) sssvossesss.5sc008en0- 32.4 18.8 19.8 19.3 8 Railroad Equipment .......... 110.6 67.7 69.7 68.4 
4 Communication ...ccccccccceec0es 99.7 54.6 56.3 54.6c AE AUOROS hoo ococscssiccsescceccccss 40.8 22.5 23.1 23.3 
13 Construction ..............c0000 85.1 56.2 58.6 56.2a SL Co ee eee 56.7 27.8 28.8 28.6 
PP MOUUR EIS © oc ckstvesacceasiisevenes 462.6 315.5 326.5 324.2 2 Shipbuilding .......cc 178.8 106.0 106.0a 113.3 
8 Copper & Brass ................ 141.8 95.1 101.2 96.4 a ee 647.0 446.0 4865 462.0 
2 Daity Products. ....:...s0e000:s- 81.5 64.6 69.0 66.3 NZ See SWC: ac csisccsncente--- 149.3 110.7 113.7 111.9 
5 Department Stores ............ 132.9 78.1 82.3 78.1a Ie NLA Ca esses sas cau csayoa avdsceasen 88.9 62.1 66.8 70.8 
5 Drugs & Toilet Articles ... 277.4 194.8 205.1 201.1 Fl oh See eee ere ae 295.3 236.9 251.0 240.8 
2 Finance Companies .......... 313.9 203.6 217.1 208.6 De RORTR oe. cecsccsnrents 189.7 126.7 138.7 137.7 
UA eo deel le Cs Ree 236.4 185.8 194.6 194.8 3 Tires & Rubber ......0..00000.... 51.9 38.5 40.4 39.9 
2 Petal: SSRONOS &  cicecsssbecciotesssnis 100.3 72.9 76.3 76.6 Oa CLE ae ae 99.6 76.6 80.0 79.2 
SCC See eee 125.8 79.8 82.9 82.5 Z VantAUe StOTOS. «0... -.csccetsee-: 399.3 309.2 336.3 335.7 
3 Gold Mining: .....<..::000+0:--- 1346.1 767.9 800.9 804.8 18 Unclass. (1945 Cl—100) 116.1 84.1 87.0 86.3 





New LOW since: a—1945; b—1944; c—1943. 
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Trend of Commodities 





Further drastic deflation was again the keynote in prime 
and retail commodity markets in the past fortnight, with 
cotton under renewed liquidation, although toward the end 
of the period under review, selling tended to subside, and 
part of cotton's extreme losses were recouped. The erratic 
conditions prevailing in the lint market since the initial break 
have been such as to prompt a sweeping Government in- 
vestigation, and there a been considerable pressure from 
the trade for Federal support. It is now believed, however, 
that the Government's loan program would probably con- 
stitute the best prop against further declines. 

A somewhat steadier tone has a'so been noted in the 
grain futures market after the sharp sel-off accompanying 
the break in cotton. Hedge selling by mills has tended to 
lighten up, shorts are covering, and a little more support 
from the trade and professionals is evident. This is also true 
of the cocoa, coffee and cotionseed oil futures markets. 

Since “decontrol” is now the pattern, it is noteworthy that 
items removed from controls some weeks ago are now 





featured by rising supplies and falling prices, the bes 
tribute possible to the efficacy of natura! economic laws jn 
providing adequate suppiies at realistic prices. Meat prices 
which have been declining since “decontrol" were featured 
by a 20-cent per pound drop in steak prices in the New 
York market on November |. Here was a case of mounting 
supplies plus determined resistance of housewives agains 
prices they considered exorbitant and unnecessary. 

"Decontrol" is spreading rapidly, leaving virtually few 
commodities of major importance any longer under price 
curbs, Among the more noteworthy exemptions from price 
contro's of late were hides, leather and shoes, etc. 

As we pass through this period of decontrol and read. 
justment, commodity price changes are likely to be erratic 
for awhi'e, with sharp movements in either direction, but 
all a'ong the line, the tendency is for decontrol to remove 
the barriers holding back supplies and to set natural eco. 
nomic forces in motion, with prices tending toward greater 
stability at lower levels. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equal 100 


Date 2 Wk. | Mo. 3Mo.6Mo. 1 Yr. Dec. 6 
Oct. 26 Ago Ago Ago Agqo Ago 1941 
28 Basic Commodities ...... 261.8 243.9 243.9 248.3 1900 186.0 156.9 
It Import Commodities .... 239.9 223.0 225.2 230.7 170.7 168.9 157.5 
17 Domectic Commodities.. 272.1 258.5 255.4 260.3 203.9 1979 156.6 


RAW MATERIALS SPOT INDEX 
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14 hew Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6. 1941—85.0 

1946 1945 1944 1943 1941 16939 1938 1937 
1202 9.8 945 92.9 85.7 783 658 193.8 


High ........ 
5 93.6 V1.8 89.3 743 616 5/5 64.7 


ROE shisticsss 
160 


Date 2 Wk. | Mo. 3 Mo.6 Mo. | Yr. Dec.t 
Oct.26 Ago Ago Ago Ago Ago 194l 
7 Domestic Agricultural.... 316.7 297.5 294.9 303.6 239.3 231.2 163) 
PQS OURIIES = oS scsehssscscsse 345.0 306.0 304.5 305.7 216.3 2'06 1692 




















16 Raw Industrials ............ 212.7 205.6 206.4 212.2 172.4 169.2 1482 
COMMODITY FUTURES INDEX 
JULY AUS. SEPT. ocT. 
130 
eer hs 
- LA\Y 7 : 
ile) 
DOW-JONES 
COMMODITIES INDEX 
0s | | 


























Average 1924-26 equals !Uu 


1946 1945 1944 1943 1941 1939 1938 1957 
127.07 106.41 98.13 96.57 84.60 64.67 54.95 82.4 
104.21 93.90 92.44 88.45 55.45 46.59 45.03 52.0 
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Opportunities for Income 
and Price Appreciation 





(Continued from page 151) 


have been well covered in every 
year but 1932, 1937 and 1938. 
For the eight months ended Aug- 
ust 31, 1946, a net loss of $1,- 
370,905 was reported as com- 
pared with net income of $666,- 
175 in like period of 1945. These 
results reflect extraordinary con- 
ditions due to the wage and cost 
increases, without corresponding 
rate increases this year, with 
good possibilities of a favorable 
decision soon by I.C.C. on rail- 
roads petition for rate increases. 


AMERICAN TELEPHONE & TELE- 
GRAPH CO. Stockholders au- 
thorized issue of convertible de- 
bentures in an amount not to ex- 
ceed $351 million, to increase the 
authorized capital stock of the 
company from 25 million to 35 
million shares and authorized an 
employees stock plan under which 
up to 2,800,000 shares may be 
issued and sold to employees of 
the company and its subsidiaries. 
Registration statement was filed 
with the Securities and Exchange 
Commission covering issuance of 
the debentures and stock. 

As soon as the registration 
statement becomes effective, the 
convertible debentures will be of- 
fered to stockholders for subscrip- 
tion in the ration of $100 princi- 
pal amount for each six shares 
held of record at the close of busi- 
ness on November 8, 1946. The 
convertible debentures will bear 
interest at the rate of 2°4 per 
cent, will be dated December 15, 
1946 and will mature Deecmber 
15, 1961. They will be converti- 
ble into capital stock of the com- 
pany on and after April 15, 1947 
but not later than December 14, 
1958. Conversion price will be 
$150 a share pavable by sur- 
render of $100 principal amount 
of convertible debentures and 
payment of $50 in cash for each 
share of capital stock. The con- 
vertible debentures are redeem- 
able as a whole or in part on or 
after June 15, 1948 on at Icast 
80 days notice at the following 
prices and accrued interest. To 
and including December 14, 1950, 
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$108 to and including December 
14, 1953, $105, to and including 
December 14, 1956, $103, and to 
and including December 14, 1958 
at $101, thereafter at par. 


CRUCIBLE STEEL CO. OF 
AMERICA: Filed registration 
statement with the Securities and 
Exchange Commission covering 
proposed issuance of $25 million 
of new 20 year first mortgage 
bonds. Interest rate and offering 
price will be filed later by amend- 
ment. Proceeds will be used to re- 
tire outstanding $12,217,000 of 
34% per cent sinking fund de- 
bentures, with the balance to be 
applied to company’s $30 million 
plant expansion and improvement 
program, together with treasury 
funds. Expansion program will 
be completed in 1948 and in- 
cludes among other additions, 
construction of a new sheet mill. 


STUDEBAKER CORP. Company is 
requesting approval of stockhold- 
ers at a special mecting to be 
held November 20, for issuance of 
a maximum of 200,000 shares of 
no-par preferred stock. Company 
has been negotiating for sale of 
a first series of the issue, but 
actual sale may have to be post- 
poned due to market conditions. 
Paul G. Hoffman, president, 
stated that company had spent 
approximately $17,500,000 in 
connection with introduction of 
post war models up to July 31 
and to increase productive ca- 
pacity to 25,000 units per month, 
as soon as materials are availab'e 
to permit operations at that level. 
Mr. Hoffman estimates that an 
additional $6 million will be re- 
quired to complete the post-war 
program. With expansion of vol- 
ume, the company’s working capi- 
tal requirements are larger in or- 
der to maintain necessary inven- 
tories. August sales were 10 per 
cent above the 1941 monthly 
average and opcrations were at 
about the break-even point. For 
the seven months erded July 31, 
1946, company reported a con- 
solidated net loss of $618,313 
after charges and including carry 
hack tax credit of $9,758,000. 
Net sales for the seven months 
were $59,989,430. Net working 
Capital on July 31, last, amount- 


ed to $22,193,409. 








SCHENLEY DISTILLERS CORPORATION 
NOTE—From time to time, in this 
space, there will appear an advertise- 
ment which we hope will be of interest 


to our fellow Americans. This is an 
extra article. 


SCHENLEY DISTILLERS CORP. 


LBI 


By MARK MERIT 











We hope that the three initials—LBI— 
Stunding at the head of this culunmm, to- 
day, are sulliciently provocative so that 
you, our reader, will peruse this picce 
vicar duwn to the period at the end of the 
last sentence. We'd like you to know 
that LBI stands for LICENSED BEV ER- 
AGE INDUSTRIES, INC. The ‘“trade’’ 
knows all about LBI. We'd hke to huve 
you know something about this newly 
formed organization which represents a 
cross section of all segments of the alco- 
holic beverage industry. 


_ You undoubtedly know that our industry 
is the most thoroughly regulated of ail 
American businesses. There are federal 
laws, state laws and local laws governing 
practically very phase in the p.oduction 
and sale of alcoholic beverages. This is 
as it should be, because when this industry 
was reborn, over twelve years ago, as a 
result of a mandate Overwhelmingly ex- 
pressed by the voters—to reestablish it on 
a legal basis, the American people and 
its various regulatory agencies wanted to 
eradicate, as much as is humanly possible, 
the many evils which attended so called 
Prohibition—which did not prohibit. 


The industry, however, wanted to go be- 
yond the various statutory enactments, so 
a number of farsighted, mature business 
men engaged in the alcoholic beverage in- 
dustry, created, almost from the beginning 
of repeal, several organizations for the pur- 
pose of earning—through deed and action— 
public good-will, respect and acceptance. 
To further these aims through united ef- 
forts, LBI is a recent consolidation of sev- 
eral of these earlier organizations. 


Any industry must first deserve to live, 
or it cannot long survive. The primary 
purpose, then, of LBI, is to constantly 
make its membership aware of the indus- 
try’s obligations to the American people 
who made its rebirth possible, and to trans- 
late this awareness into action. 


We have the feeling that the majority 
of fair-minded Americans will be inclined 
to approve ou- industry's voluntary efforts 
at self-regulation, instead of striving mere- 
ly to stay ‘‘within the law’. Sometimes 
there is a verv narrow homlerline separat- 
ing ‘‘inside’’ from ‘“‘outside.’’ 


Any legal business which promises ade- 
quate return on invested capital frequently 
ulso attracts opportunities. Looking over 
the list of officers who will lay down the 
policies of LBI, however, we find names 
that would grace any industry. And we 
rather like the remark made by Thomas 
F. McCarthy, President of LBI, when he 
said at a recent meeting, ‘“‘I am proud of 
our industry. Its part in the war effort, 
important as it was. fades into insignifi- 
eance when compared with its opportunities 
for peace-time contributions to our coun- 
try’s economic and social welfare’’. 
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STANDARD BRANDS, INC. 220,- 
000 shares of new $3.50 cumu- 
lative preierred stock of no-par 
value are offered in exchange for 
presently outstanding 200,000 
shares of $4.50 preferred stock. 
The number of new shares to be 
received will be based on the re- 
demption price of $110 a share 
for the old and $98 a share for 
the new. Cash payments will be 
made in lieu of fractional shares. 
Offer will expire on October 29. 
The underwriting group is head- 
ed by Dillon, Read & Co., Inc., 
and Blyth & Co., Inc. 


NORTHWESTERN PUBLIC SERV- 
ICE CO. Recently offered $5,- 
275,000 of 3 per cent first mort- 
gage bonds, due 1973 at 101%. 
Proceeds together with general 
funds of the company will be 
applied to redemption on or 
about November 15, 1946, at 
10514 and accrued interest, of 
$5,276,000 principal amount of 
4 per cent first mortgage bonds, 
Series A, due August 1, 1970 
now outstanding. The new bonds 
are redeemable on or before Sep- 
tember 30, 1947, at 1045 and 
thereafter at prices decreasing to 
the principal amount. Upon com- 
pletion of present financing, out- 
standing capitalization will con- 
sist of $5,275,000 of funded 
debt, 22,023 shares of 7 per cent 
cumulative preferred stock and 
17,829 shares of 6 per cent pre- 
ferred (both of $100 par value) 
and 300,000 shares (par $3) of 
common stock. 


REPUBLIC AVIATION CORP. filed 
with the Securities and Exchange 
Commission, registration .state- 
ment covering proposed offering 
of 100,000 shares of convertible 
preferred stock of $50 par value. 
Proceeds, together with additional 
funds to be obtained through 
bank loans will be used to pur- 
chase additional machinery and 
equipment costing approximately 
$4,500,000 and for expansion of 
the corporation’s subsidiary, Air 
Cooled Motors, Inc., at an ex- 
penditure of approximately $1 
million. Backlog of unfilled orders 
on August 31, 1946 was in excess 
of $78 million, over 60 per cent 
of which was represented by Gov- 
ernment orders, principally for 


P-84 Thunderjets, and over $30 
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million is represented by corpora- 
tion’s new “Rainbow” de luxe pas- 
senger transport which has a 
specified cruising speed of over 
400 miles per hour. Twenty 
“Rainbows” have been ordered by 
American Airlines and six by Pan 
American Airways. Other unfilled 
orders include $1,200,000 for the 
“Seabee” four place single-engine 
amphibian plane designed for 
private and general utility flying. 


PHARIS TIRE & RUBBER CO. has 
filed a registration statement with 
the Securities and Exchange 
Commission covering 100,000 
shares of cumulative convertible 
preferred stock (par $20) to be 
offered by underwriting group 
headed by Van Alstyne, Noel & 
Co. and G. L. Ohrstrom & Co. at 
a price to be filed by amendment. 
Proceeds will be used to pay off 
$1,375,000 bank loans and to re- 
imburse treasury for funds ad- 
vanced to purchase a building and 
provide approximately $108,500 
for completion of the building. 


For eight months ended June 30, 


1946, consolidated sales were 
$12,549,267 and net profit $816,- 
659. : 





What of 
H. J. Heinz Company? 
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$114 million by April of 1946. 
This showing naturally included 
large sales to the Government 
during war years, but with no 
reconversion problems, the com- 
pany evidently has found a satis- 
factory successor to its Federal 
customer in an army of affluent 
civilians. Undeniably the up- 
trend in prices has helped swell 
sales considerably compared with 
prewar, although since 1942 OPA 
has held a firm hand upon the 
price tags on all Heinz products. 
Since April, however, price con- 
trols upon pickle, baby foods and 
soups have been removed. At last 
now all others have gone. 

In contrast to rigid controls 
over prices for finished products, 
Heinz has been severely bothered 
by mounting prices for raw ma- 
terials and labor costs. Hence 
despite a gain of $1.3 million in 


volume during its past fiscal year, 
net earnings before taxes declined 
by $1.4 million under the squeeze 
mentioned. But with relief from 
Excess Profits Taxes during the 
first 1946 half, before providing 
for contingencies net improved 
by just about an even $2 million. 
Looking at the ten year record 
of final net income, an exception- 
al degree of stability comes to 
light. Disregarding a slight de- 
cline in 1939, in no other year 
of the past decade has net fallen 
below $3.2 million nor risen above 
$4.3 million, fiscal year 1946 end- 
ing up with approximately an 
even $4 million, equal to about 
$2.70 per share on some 1.4 mil- 
lion shares of new common now 
outstanding. Heinz dividends 
have been paid without a break 
since 1911 and indications have 
been made that a quarterly rate 
of 45 cents per share will be es- 
tablished upon the new equity 
issue. 

Presently outstanding capital 
of the company as a result of re- 
cent financing consists of 100,000 
shares of cumulative 3.65% pre- 
ferred stock and about 1.4 million 
of common, and of the latter 
200,000 shares have been public- 
ly offered at $41 per share and 
the balance of the equity retained 
under Heinz family control. Net 
proceeds of both the preferred 
and common stocks sold will ac- 
crue directly to the company, to 
provide additional working capi- 
tal for carrying larger inven- 
tories and to offset important 
outlays for new facilities in late 
years. Although consolidated 
working capital of the company 
was approximately $36 million 
according to its April balance 
sheet, the upward trend in in- 
ventory costs warranted steps to 
enlarge it, in the conservative 
view of the management, al- 
though the company both enjoys 
and uses sizable credit lines with 
its banks. In any event, the 
Heinz financial status may be 
considered as well nigh impreg- 
nable as a result of its new 
financing program. 

The recent offering by under- 
writers of the new Heinz pre- 
ferred and common stocks, com- 
ing as it did upon the heels of a 
severe decline in most stock prices 
on the Exchange, required con- 
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siderable confidence and astute 
figuring on the part of its 
sponsors, for many another offer- 
ing by bankers in the market 
place had proved “sticky.” It is 
reported, however, that the offer- 
ing was unusually successful, due 
to a yield of about 3.56% afford- 
ed by a purchase of the preferred 
at 102.75 and accrued dividends, 
and a yield of 4.4% on the com- 
mon at 41, provided the quarter- 
ly rate is made 45 cents per share 
—a fair certainty. Because of its 
prime investment fundamentals, 
it would be surprising if Heinz 
preferred had not found a ready 
market with conservative invest- 
ors on the terms offered. While 
more speculative, the common 
stock appears favorably priced in 
line with current market condi- 
tions, offering an attractive yield 
and establishing a price-earnings 
ratio of less than 15. And as only 
about 14% of the outstanding 
issue has been made obtainable by 
the public, collectors of sound 
issues for their portfolios in time 
may assign a special “Scarcity” 
value to this interesting equity. 
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of formidable, and indeed plausi- 
ble, arguments. Only time can 
tell just what type of American 
policy will evolve. 

Perhaps a significant clue is 
to be found in the public discus- 
sion of the new United Nations 
organization, and the apparent 
crystallizing of sentiment that 
the nations of the world must 
find ways of living and working 
together if they are to avoid a 
World War III that would prac- 
tically destroy civilization. The 
conviction seems to be gaining 
strength that there can and must 
be this cooperation, regardless of 
the fact that some nations have, 
and will doubtless continue to 
have, widely differing and some- 
times conflicting social and eco- 
nomic plrilosophies. 

If the same viewpoint of toler- 
ant cooperation should be adop- 
ted by the United States in deal- 
ing with the international cartel 
problem, it would mean our ac- 
ceptance of the cartel as an es- 
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¢ Enthusias™ 


It takes many people and many 
things to keep on giving you the 
best telephone service in the 


It takes a lot of money — in- 
vestors’ money — to’ provide the 


There’s an investment of $240 
behind your telephone and every 
one of the 25,000,000 telephones 


It takes good management and 


TELEPHONE 





good employees to operate these 
facilities. There are about 600,000 
Bell System employees — many 
in management and supervisory 
positions. 


It takes faith in the future. 
We’re busy right now ona $2,000,- 
000,000 building and expansion 
program — to catch up with the 
Nation’s needs and give you more 
and better service than ever 
before. 


SYSTEM 








tablished and useful instrument 
in world trade, and permitting 
American companies, for pur- 
poses of foreign trade only, legal- 
ly to enter into such contracts, 
under proper government regis- 
tration and supervision, as seemed 
necessary and desirable in our na- 
tional interest. 

While the problem of a defi- 
nite American policy may not ap- 


pear particularly urgent, due to 
the present large demand for 
products throughout the world 
and the lack of pressure on 
prices, our policy should be set- 
tled as quickly as possible in or- 
der to give American business 
more assurance in its rebuilding 
of export and import organiza- 
tions, which in many cases were 
scaled down or discontinued due 
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to wartime conditions. 

The present inactivity of car- 
tels may create an unjustified 
sense of complacence. Many peo- 
ple now take the attitude that 
there is no longer any need for 
Americans to worry about foreign 
cartels, that such combinations 
always fall apart when their con- 
trol is too strict or their prices 
too far out of line, that there are 
always substitutes available, or 
supplies from non-controlled ter- 
ritories, or newly-developed syn- 
thetics;—and there is considera- 
ble truth in all of these argu- 
ments. The history of modern 
industry is made of one case after 
another where a synthetic has dis- 
placed a natural product con- 
sidered a “monopoly,” such as 
coal-tar dies for indigo, rayon 
for silk, synthetic for natural 
rubber, atabrine for quinine, plas- 
tics for bone and shell, coated 
fabrics for leather, composition 
board for lumber, and scores of 
others. Any cartel to be success- 
ful must give consideration, or 
even formal representation, to its 
consumers who are interested in 
an assured supply at reasonable 
prices. 


Recently one American ex- 
porter went so far as to declare 
that “Cartels are on their way 
out,—because of the airplane, 
which can fly over trade barriers 
both literally and figuratively in 
obtaining goods quickly from the 
best markets, wherever located.” 
This also is true, to a degree, in 
the case of certain high-value 
goods, yet it hardly seems feasi- 
ble in the case of low-value com- 
modities for at least some years 
to come. 


Despite all this, any realistic 
forecast of foreign trade condi- 
tions when normal competition 
returns must recognize the dis- 
advantage unde. which American 
companies having a large stake 
in the export market will oper. 
ate if international trade agree- 
ments are legally forbidden to 
them, but may be entered into 
freely by their foreign competi- 
tors. The revival of foreign car- 
tels might seriously affect our 
imports and raise matcrially the 
cost of manufactured goods for 
which we devend on foreign raw 
materials. While the internation- 
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al rubber agreement, for exam- 
ple, has expired and is being 
liquidated, it might be reinstated 
when rubber, including synthetic, 
again reaches the surplus toward 
which it is rapidly heading. 

Finally, the United States has 
an extremely liberal policy as to 
revealing of patents, including 
German patents seized during the 
war, to interested parties through- 
out the world. Will American 
companies be permitted similar 
access to foreign patents? The 
experience of the past, as well as 
a realistic approach to conditions 
likely in the not distant future, 
show the dangers inherent in the 
present United States policy of 
trusting the world to play ball 
on our terms. 

Fortunately there is growing 
evidence that the Administration 
is giving renewed consideration, 
by the new Secretary of Com- 
merce, Averill Harriman, and 
others, to the problem of Ameri- 
can corporations having interna- 
tional relations, and to the policy 
of anti-trust enforcement now in 
charge of Wendell Berge, As- 
sistant Attorney General. A few 
days ago William L. Clayton, 
Undersecretary of State for Eco- 
nomic Affairs, declared that the 
U. S. Government recognized the 
vital dependence of American in- 
dustries upon various foreign 
minerals and other strategic raw 
materials, and that greater gov- 
ernment support was desirable in 
order to protect adequately our 
foreign investments. He called 
attention to the provisions in the 
British Loan Agreement for a 
world economic conference to be 
held in this country early in 
1947, at which time the subject 
of cartels undoubtedly will be 
discussed at some length. 


The Washington correspondent 
of the New York Times has noted 
that the new “trend toward re- 
vision leans to more cooperation 
and less browbeating,” and to 
“coordination of the often con- 
flicting federal program for stifl- 
ing monopoly, on the one hand, 
and throttling cut-throat compe- 
tition on the other.” President 
Truman has indicated that he 
wants the “rules” under which 
business is conducted to be made 
clear. 





American Chicle vs. 
Wrigley 
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pression of the 1930’s. Sales of 
American Chicle increased from 
$10,643,000 in 1936 to $28,745,- 
000 in 1944, while sales of Wrig- 
ley increased from $30,741,000 
in 1936 to $41,181,000 in 1943. 
Gross profit after expenses, of 
American Chicle increased from 
$5,187,000 in 1980 to $13,163,- 
000 in 1944, dropping to $10,- 
587,000 in 1945, while gross 
profit of Wrigley showed a de- 
crease in the same period, drop- 
ping from $24,300,000 in 1930 
to $17,253,000 in 1945. During 
this period, net profit of Wrigley 
declined from $12,296,000 or 
$6.15 a share in 1930 to $5,913,- 
000 or $2.96 a share in 1945, 
while net profits of American 
Chicle increased from $2,210,000 
or $4.43 a share on 498,371 
shares to $2,957,000 or $6.83 a 
share on 432,825 shares in 1945. 
Earnings of both companies were 
affected by the war years, as sales 
increases could not overcome 
rapid increase in taxes during the 
period, but apart from results 
during the war years, the above 
comparisons show that American 
Chicle has been getting an in- 
creased share of the availabie 
business. Comparison of net 
working capital and total assets 
reveal that at close of 1932 
American Chicle had total assets 
of $9,564,000 and net working 
capital of $4,497,000, while at 
close of 1945, total assets aggre- 
gated $19,602,000 and net work- 
ing capital $13,834,000, with 
total assets increasing over 100 
per cent and net working capital 
more than triple the earlier peri- 
od. In the same period outstand- 
ing stock was reduced by 65,546 
shares. Wrigley, on the other hand 
remained almost static, with total 
assets at close of 1932 amounting 
to $61,122,000 and nct working 
capital $36,133,000 as compared 
with $62,644,000 and $40,919,- 
000, respectively, at close of 
1945. This substantial gain ia 
assets and net working capital on 
the part of American Chicle was 
due to the fact that a substantial 
part of earnings were retained in 
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the business, while Wrigley, on 
the other hand, having ample 
working capital, practically paid 
out 100 per cent of earnings in 
dividends. Both companies have 
neither preferred stock or bonds 
outstanding. Another interesting 
point of comparison between the 
two companies is return on capi- 
tal investment. In the case of 
American Chicle this return in 
the boom year of 1929 was 28.4 
per cent, declining to 21.2 per 
cent in 1932, then rose to 37.8 
per cent in 1939, subsequently 
declining to 20.2 per cent in 
1945. This is truly a remarkable 
showing in the face of the huge 
increase in taxes and costs in the 
period mentioned. Wrigley, on 
the other hand earned 23.5 per 
cent on invested capital in 1929, 
13.4 per cent in 1932, reached a 
high of 15.7 per cent in 1937 and 
declined to 10 per cent in 1945. 
These figures illustrate why 
American Chicle is currently sell- 
ing at 131 to yield 3.8 per cent, 
as compared with the recent sell- 
ing price of Wrigley of 68 to 
vield 4.4 per cent. 





Science's Contribution To 
Higher Wages 
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it had been possible to fol- 
low a policy of reducing prices 
while paying employees more for 
their work, without measurably 
slicing into pretax profits. Such 
an outcome was attributable to 
gains achieved in the field of tech- 
nology plus managerial cffi- 
ciency, although numerous other 
minor _ factors contributed 
slightly to the results. Undeni- 
ably, of course, the share of 
profits taken by the tax collector 
even in prewar had become a 
serious element in_ estimating 
over-all costs, and under war con- 
ditions later became a predomin- 
ant check upon earnings power. 
But desnite their impact and that 
of steadily mounting wage costs, 
the record for fifteen years past 
shows that under given conditions 
the chances for continued indus- 
trial prosperity and further im- 
provement in living standards 
have by no means been eliminated 
by an uptrend in wage costs. 
Gains through scientific im- 
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Men at work ... more efficiently 
—thanks to Quiet Comfort 


igi MORE than smart employee-rela- 
tions to sound condition. It’s good 
business. Because ‘“There is both prac- 
tical and experimental evidence,”’ states 
the Manual of Industrial Hygiene, ‘‘that 
noise has been responsible for impaired 
hearing, fatigue, neuroses, increased 
blood pressure and decreased working 
and mental efficiencies.” 

So if noise is robbing you and your 
workers of full efficiency and comfort, 
by all means see your local Acousti- 
Celotex distributor. He is a profession- 
ally trained technician—member of 
the only sound conditioning organiza- 
tion in the world with the combined 
experience of more than 100,000 acous- 
tical installations. 





And he features Acousti-Celotex— 
the original and genuine drilled fibre 
tile. More offices, factories, churches, 
schools, banks, theaters, and hospitals 
have sound conditioned with Acousti- 
Celotex than with any other acoustical 
material. 


Consult your Acousti-Celotex dis- 
tributor with confidence, too. His advice 
is yours absolutely without obligation 

. and he guarantees results. A note 
to us will bring him to your desk. 


* * * 


FREE! “25 Answers to Questions on Sound Con- 
ditioning.” You'll want this fact-packed booklet 
on sound conditioning. Easy-reading. ..injorma- 
tive. . . helpful. For your free copy address: The 
Celotex Corp., Dept. WS-1146, Chicago, 3, Ill. 


ACOUSTI-CELOTEX 


REG. U. 5. PAT. OFF, 


Sold by Acousti-Celotex Distributors Everywhere « In Canada: Dominion Sound Equipments, Ltd. 


A PRODUCT OF THE CELOTEX CORPORATION, CHICAGO 3, ILLINOIS 








provements unfortunately cannot 
become realized by all manufac- 
turers or merchants alike or in 
similar degree. Nor does it seem 
likely that when achieved, the 
struggle between labor and their 
employers to apportion the added 
profit potentials may subside. 
During the late wage battle in 
the coal fields, for example, when 
John L. Lewis pressed hard for 
both wage boosts and important 
modernization of equipment, the 
coal operators pointed out that 
although they had already spent 
some $450 million for up-to-date 


machinery in their mines, all 
savings in cost which resulted had 
been passed on to their workers 
in the form of more pay. Regard- 
less of the logic or justice of such 
circumstances, if true, the fact 
that science had made such steps 
possible, highlights its latent 
power in absorbing costs which 
otherwise might have been fatal to 
economic progress. But many an 
employer today, dismayed by en- 
foreed wage boosts, for the life of 
him can envisage no way in which 
he could cut costs throuch tech- 
nological betterments. To such 
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as these, however, science may yet 
come to the rescue by a studied 
re-arrangement of facilities or 
new methods of processing his 
products, rather than by isolated 
reliance upon speeding up ma- 
chine operations. The horizon of 
technical limits in invention and 
discovery is so remote that the 
sky is the limit for the unsus- 
pected benefits it may enfold. We 
distinguish between the two terms 
mentioned because innovations 
which tend to develop new speed, 
new products, new processes or 
new power by no means originate 
exclusively in the minds of 
trained scientists, for reduced to 
its simplest terms science is 
merely knowledge born of curios- 
ity, and most of mankind has a 
yen for experimentation. 


Employee Suggestions 
Profitable 


It is for this reason that indus- 
try, while now spending countless 
millions for research by skilled 
talent in every field, often offers 
sizable rewards, for any of its 
personnel producing new ideas of 
value. Witness, for example, 
Westinghouse Electric Corpora- 
tion with its annual awards of 
more than $100,000 to employees 
who have suggested practical im- 
provements in equipment or 
products. It was a salesman for 
American Can Co. who hit upon 
the idea of selling beer in a can 
and lead the company to spend 
millions in research before trans- 
lating a thought into material 
realization. 

But never in_ history has 
science made such thrilling prog- 
ress to develop new materials, 
faster output of products and 
new job creating industries than 
during recent war years. Individ- 
ual experience acquired by nearly 
every producer of items needed 
for military purposes, with 
speedier production the common 
goal, has evolved thousands of 
ways by which unit costs in the 
long run are sure to be sliced 
down. Considerable time may 
elapse before it becomes physi- 
cally possible to modernize our 
industry as thoroughly as man- 
agement envisages as necessary 
and entirely practical. A full 
decade may be required before 
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their current plans become fully 
realistic, and for competitive 
reasons some of the innovations 
are guarded with great secrecy. 
Already, however, a flood of 
better mechanical processes is 
pouring into American factories, 
all with strongly marked poten- 
tials to speed up production, so 
that high wages may be paid, less 
human. toil be required and the 
trend of prices lead downward. 


Incentive Plans 


In the aftermath of the current 
battle over wages and working 
conditions, signs are that some 
labor leaders are beginning to 
educate their followers in the 
realistic aspects of free enter- 
prise, and the part they must 
play to sustain full employment 
hereafter. Merely because science 
by degrees has succeeded in pro- 
viding tireless robots to do more 
and more of the work of men, 
does not signify that the mil- 
lenium has yet been reached. To 
the contrary, only by seeing to it 
that the miracle machines are em- 
ployed at peak efficiency can 
either management or labor reap 
the rewards it offers. Back of 
all indices of living costs, usually 
involving only goods needed by 
the ultimate consumer of moder- 
ate income, must come a recogni- 
tion of the heavy capital require- 
ments to produce the machines 
which supply the raw materials 
and goods. These investments to 
raise the standard of living must 
be granted a fair share of the cost 
savings they achieve, or else their 
contributions will lag. 





For Profit and Income 





(Continued from page 153) 


seeking domestic routes. It would 
seem only just for CAB to grant 
some, though we do not know 
what it will do. If Pan American 
does get into the domestic game, 
it will go all-out on super-planes, 
out-moding today’s best on which 
other domestic lines are spending 
millions as fast as they can get 
deliveries. The president of Uni- 
ted Air Lines has publicly pre- 
dicted that probably all lines 
would be in the red in 1947, 
though others (somewhat feebly) 


deny it. Recent market action’of 
the stocks ‘has been poor, ‘al- 
though they were already among 
the biggest of all losers in the 
bear market. Enough said. 





Tax Information, Please! 





(Continued from page 149) 


period, the loss is nullified. The 
securities sold may however be 
immediately replaced by securi- 
ties of other corporations. 

Last, but far from least, the 
individual investment position of 
a security to be sold as well as 
the outlook for the security to be 
purchased, in security switch 
operations, should be carefully 
weighed, lest the tax advantages 
be outweighed by investment dis- 
advantages. 





What Third Quarter 
Earnings Reveal 





(Continued from page 140) 


nine months of the current year, 
net per share amounted to $2.77 
against 81 cents in the relative 
1945 period. As for retailers, the 
increased availability of goods to 
sell to a long denied public has 
steadily pushed sales up to new 
high records, aided of course by 
higher prices. Indeed it would be 
hard to find a major department 
store in the country whose earn- 
ings gains have not continued to 
reflect unusual prosperity. Such 
leaders as Marshall Field & Co., 
Bloomingdale Bros., Abraham & 
Straus all show an uptrend in 
net of significant proportions, 
and in the final three months of 
the year the holidays remain to 
boost hopes higher than ever. 

So overwhelmingly on_ the 
profit side are most sound enter- 
prises, that despite the prospect 
of continued unsatisfied consumer 
demand in many lines, cautionary 
signals are being raised in many 
spots, lest in the offing may ap- 
pear a period when quarterly 
earnings develop a less encour- 
aging trend, to say the least. 
While only time can establish the 
validity of these views, the third 
quarter reports generally invite 
above average conservatism on 
the part of investors. 
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As an indication of how fast a 
strong concern can pull out of a 
bad hole, the latest report from 
General Motors Corporation is an 
outstanding example. Measured 
by the third quarter of 1945, 
earnings in the September quarter 
of 1946 equal to 71 cents per 
share showed a drop of only 7 
cents per share from last year. An 
improvement in sales over the pre- 
vious quarter, bringing total for 
the September period up to $622 
million, aided by substantial tax 
carry backs, allowed net earnings 
to absorb all deficits for the six 
months with $14 million to spare. 
In other words, actual operating 
losses of $74.4 million incurred 
during the first nine months were 
more than wiped out as result of 
$88 million tax credits. 





Where Is Our Record 
Production Going? 





(Continued from page 131) 


the fact that production is meas- 
ured to a large extent in dollars, 
whose purchasing power has dwin- 
dled in recent years. As a gen- 
eral average prices of manufac- 
tured products are up some 50 to 
60 per cent above levels prevail- 
ing seven or eight years ago. This 
means that physical volume ex- 
pressed in terms of dollars must 
be half again as high as in 1939 
to be equal on a tonnage basis. 

The Federal Reserve Board in- 
dex of production, which is uni- 
versally used as a measure of in- 
dustrial activity, has been adjust- 
ed to reflect not only dollar valu- 
ations but also manual output. 
For instance, the index to the ex- 
tent of some 55 per cent measures 
man-hour production in such in- 
dustries as machinery and ma- 
chine tools. Because of this 
fact and the generally admitted 
deterioration in worker pro- 
ductivity, it seems apparent 
that the FRB index at around 
180 for October and averaging 
this year probably around 170 
per cent of the 1935-1939 aver- 
age far over-states actual ton- 
nage output under present day 
conditions. 

Because employee efficiency is 
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tied into the FRB index, it is im- 
portant to appraise this factor 
in industrial activity. A recent 
trade magazine survey disclosed 
that more than half of factories 
investigated reported lower effici- 
ency. In some instances, the drop 
in productivity was as much as 
50 per cent. The majority ob- 
served a “general indifference” 
and more than 25 per cent said 
production limits had been estab- 
lished on order of labor union 
executives. C. E. Wilson, Presi- 
dent of General Motors, said a 
short time ago that plant effici- 
ency appeared to average about 
80 per cent of the pre-war stand- 
ing. A comparison with the war- 
time peak would be less favorable. 
In a careful study recently com- 
pleted by one of the leading steel 
producers, it was found that 
whereas “take home” pay had 
been almost doubled since 1939, 
worker productivity had dropped 
about 35 per cent. In other 
words, man - hour unit output 
had declined substantially below 
the 1935-1939 average. 

It seems obvious that produc- 
tion in the automobile industry is 
far below a level needed to coin- 
cide with the 180 FRB index for 
general industry. 

Turning now to experiences of 
individual industries, we find ex- 
treme lack of balance in produc- 
tion of building supplies account- 
ing for continued scarcity of resi- 
dential housing. Reasons for the 
undiminished shortage of pas- 
senger cars already have been dis- 
cussed. Record breaking demand 
for steel in the automotive and 
building industries goes far to ex- 
plain the fact that even at 90 per 
cent of capacity, the steel indus- 
try is having difficulty in satisfy- 
ing customer requirements. Al- 
most 1.6 million tons of steel are 
being shipped weekly but not all 
of it is being fabricated. In plants 
where production lines have been 
stopped for lack of certain com- 
ponent parts, inventories of sheet 
steel are being allowed to ac- 
cumulate. 

Removal of price controls on 
food products promises to bring 
into the open inventories that 
may have been hoarded for high- 
er prices. Bountiful crops and un- 
usually large supplies of livestock 





“He's always in good form in 
a Wilson Brothers T-Shirt!” 


Quality men’s wear since 1864 
Chicago + New York - San Francisco 
Pajamas « Shirts * Sportswear + Knit Underwear 


T-Shirts « Shorts + Ties « Socks » Sweaters 


Handkerchiefs + Gloves 





GOODFYEAR 


DIVIDEND NOTICE 


The Board of Directors 
has declared today the fol- 
lowing regular and extra 
dividends: 


$1.25 per share for the fourth 
quarter of 1946 upon the $5 
Preferred Stock, payable De- 
cember 16, 1946 to stockhold- 
ers of record at the close of 
business November 15, 1946. 


A regular dividend of $1.00 
and an extra dividend of $1.00 
per share upon the Common 
Stock, payable December 16, 
1946 to stockholders of rec- 
ord at the close of business 
November 15, 1946. 


The Goodyear Tire & Rubber Co. 
By W. D. SHILTS, Secretary 


Akron, Ohio, October 14, 1946. 
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CONTINENTAL 


C CAN COMPANY, Inc. 


A regular quarterly dividend of ninety- 
three and three-quarter cents ($.93%) 
per share on the $3.75 cumulative pre- 
ferred stock of this Company has been 
declared payable January 2, 1947, to 
stockholders of record at the close of 
business December 14, 1946. Books will 
not close. 

SHERLOCK McKEWEN, Treasurer. 
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WHAT NOW 


AFTER 


MARKET BREAK? 


Would you like to check your 
investment strategy with that 
of Babson’s? If so, clip this 
advertisement, send it to us with 
a list of 7 securities you own. 
We'll tell you whether our strategy 
is to Hold or Switch. No cost 
or obligation. Write Dept. M-45 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 
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AN 
ASTOUNDING 
BULLETIN 


on the Stock Market 
WITH CURRENT CHART ON THE 
DOW JONES AVERAGES 


sent without obligation 


CHARTISTS' LIBRARY 


838 So. LaBrea Ave. Los Angeles 


Output in the baking and mill- 
ing industry has been stimulated 
by rising prices to a point where 
there is little evidence of shortage 
of consumer goods. Production of 
beverages has been restricted to 
less than normal demand by lim- 
itations on the use of sugar and 
other essential materials. With 
few exceptions, chemicals have 
been available in sufficient quanti- 
ties to meet ordinary require- 
ments. Supplies of tin and paper 
containers have been restricted by 
metal and pulp shortages. Pro- 
duction of electrical products has 
been hampered by labor difficul- 
ties and a world-wide shortage of 
non-ferrous metals. 

Machinery output also has suf- 
fered from labor tie-ups and un- 
availability of steel. The same 
factors have restricted output of 
office appliances and railroad 
equipment. Paper production has 
been sustained at around the best 
level ever reached but develop- 
ment of new uses has stimulated 
demand. A shortage of leather 

duced by expansion in shoe pro- 
duction at a time when few hides 
were coming to market held down 
the volume of shoe output but 
production managed to compare 
favorably with last year in keep- 
ing pace with unprecedented 
world-wide demand. 











Are you interested in Canadian 
industrial or mining stocks? 
For investment advice 
write 


THE EDWARD STOCK TRADER 
Post Office Box 51 TORONTO 
Termi A CANADA 

















have increased food production 
(as measured in dollars, at least) 
to the highest figures ever record- 
ed. Shortages, except for a few 
items such as sugar and rice, soon 
should disappear from this huge 
industry. 

Coal production apparently is 
due to fall short of the 1945 
record as a result of the strike 
which closed bituminous mines in 
April and May. Industrial re- 
quirements have slackened, how- 
ever, and considerable inventories 
have been accumulated in antici- 
pation of another labor contro- 
versy which may cut off ship- 
ments from the mines. 
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Coming Competitive Clash 





(Continued from page 128) 


table are its pin setting machine 
for bowling alleys which is ex- 
pected to add millions of dollars 
annually to the company’s 
revenues. 

Henry J. Kaiser’s penchant 
for entering new fields of en- 
deavor is almost proverbial, as, 
for example, his incursion in 
the automobile business under the 
Kaiser-Frazer banner, and his 
Permanente Metals Corp. which 
turned out millions of pounds of 
magnesium during the war. 
Kaiser’s production costs in pro- 
ducing magnesium, however, were 
reported well above those for Dow 
Chemical, specifically, around 20¢ 
a pound, as against Dow’s alleged 
cost of 12¢. However, a new, con- 
tinuous-operation process re- 
cently developed by Permanente 


will reportedly cut its cost by at 
least half, making it competitive 
with Dow. Here, again, is a case 
where it is more prudent to in- 
dicate basic trends rather than to 


calculate exact quantities of busi- 


ness that may or may not be lost 
by Dow through this process. 

Sylvania Electric is listed as 
diversifying into the fluorescent 
lighting field, but this is less re- 
cent a move than are some of the 
other instances cited. However, 
Sylvania is already a recognized 
leader in the industry, and will 
continue to expand in this direc- 
tion. Such growth will be at the 
expense of the conventional, bulb- 
type lamps, such as those made 
by General Electric and West- 
inghouse, but here, too, it should 
be remembered that organizations 
like the latter are also actively 
pushing their activities in the 
fluorescent field. 

The pattern of diversification in 
the aviation industry has been in- 
teresting, for, as previously men- 
tioned, the tentative programs 
first envisioned — mainly along 
the line of home appliances — 
were not carried through in most 
instances. Instead, product varia- 
tion has been mainly in the direc- 
tion of industrial equipment, 
electronic controls, specialties and 
patented items. Specifically, some 
of the products now being ac- 
tually manufactured are small 
boats, aluminum canoes, auto 
trailers, moving picture projec- 
tors, buses, engines, light con- 
struction materials, light metals, 
turbines, and metal furniture. 

One of the most interesting 
cases of an aviation organization 
branching out into other fields is 
Aviation Corporation, which has 
machinery, shipbuilding, air 
transport, home appliance, auto- 
motive and other interests. More 
recently, it acquired ACF-Brill 
and the latter’s wholly owned sub- 
sidiary, Hall-Scott Motor Car 
Co., maker of motor buses, trolley 
coaches, industrial and marine 
engines. 

Another noteworthy example 
of extending into non-aviation 
activities is Curtiss-Wright. 
Here, too, the earlier emphasis 
was upon consumer-type prod- 
ucts, mainly household appli- 
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Ras ‘ances, but as the war progressed, 
itive t shifted its preference to such 
a case products as regenerative trans- 
ine: [ata . 
© jinx missions for automobiles, spring ANNUAL FORECAST for 1947 
“eit yiclutches for transmissions, and, 
a\nore recently, Curtiss purchased The most comprehensive and profit pointing survey 
Os "VU; } s * a 
Victor Animatograph Corp. a of its kind ever issued by this service. 
large producer of 16 mm. motion 
das : picture equipment. The former 24 Pages of facts, figures and predictions. Our definite market opinion 
scent products are not likely to have on most of the 1054 listed common stocks. Another section will pro- 
r a noticeable ings At repercus- vide a complete list of all stocks priced from 1 to 20 which are rated 
f the ‘sions in the foreseeable future “above average” or higher. 
ever, but an aggressive promotion of In addition to the wide range of specific securities covered, this report 
a the Victor motion picture equip- will include original Investment Studies on the kind of securities offer- 
, wil] = — ~ somewhat by ing you the best prospects for 1947. 
irec- |E > GN 
oil Set reese neeeeer ee 
bulb. ne address for this important annual forecast. 
F Other instances of aviation At no added cost you will get the next 3 is- 
re | manufacturers bran ching into sues of Poor’s Investment Advisory Service. 
“; new field in? 
ould ty a POOR’S INVESTMENT ADVISORY SERVICE 
| “1ONS = |«Mfarvinol” specialty, Grumman Standard & Poor’s Corporation (Established 1860) 
— making pO Ue BARONE eri m 345 Hudson Street, New York 14, N. Y. 338-2 -180 
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small boats, Fairchild’s Dura- 
mold Division building cabinets I as 
: n metall ; e 4 5 
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ae a . atter 1s also | competitive with steel for certain tires, rayon has proven to be 
& |making metal shower stalls, farm Th iti 
i, lies at wante cueaie abe aoe : e hacen" —— much the preferable product, by 
most |f ; ’ a 5 synthetic rubber and the natural virtue of greater heat resistance 
tie: eee a product has been well-known for and wearing qualities. 
i , g i of prod- — years, but with wartime research Still another case of techno- 
ucts: radiator cases, filing cab- d eer: ee ; er : 
nent, [inet “cal | _ and mass production resulting in logical progress is in plastics, 
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wen b a - proved synthetic rub- with a vast array of new com- 
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some Mleehines, and ao en. The let of er at a lower cost than before, pounds making their appearance 
* ge- Meaiinedaiee be oe songh . - the threat to natural rubber is and obtaining new markets. 
veal) Eas. PERE becoming greater all the time. Yet, for all the current phase 
mall javiation industry and other erst- — F{owever, this will have little, if of theti duct d 
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con- MG tasedle he of iv Fini Maci processing companies, as they, early to assess their full effects on 
, 2 for the most part, are well en- old established lines. For one 
tals, terest rather than of direct bear-  trenched in synthetic rubber thing, many of the latter are well 
. ng upon the competitive picture. making, and their products sell pain of the trend, and are 
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ds is |newly developed products, pro- ber. Still another factor to be themselves, as with the rubber 
has cesses, synthetics and substitute noted is that the Anglo-Dutch companies developing synthetics, 
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etermined. prices (only recently brought to fication, and the emergence of 
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Burroughs 


18ist CONSECUTIVE CASH DIVIDEND 
A dividend of fifteen cents ($0.15) a share 
has been declared upon the stock of 
BurrouGHs ADDING MACHINE ‘COMPANY, 
payable December 10, 1946, to shareholders 
of record at the close of business Novem- 
ber 1, 1946. 

Detroit, Michigan, 
October 15, 1946. 


Geo. W. EvAns, 
Secretary. 





3 CONTINENTAL 
CAN COMPANY, Inc. 
The year end dividend of twenty-five 
cents (25¢) per share on the common 
stock of this Company has been declared 
payable December 16, 1946, to stock- 
holders of record at the close of business 


November 25, 1946. Books will not close. 
SHER: K McKEWEN, Treasurer. 














new products and processes, there 
will be a considerable amount of 
commercial rivalry developing as 
rising production begins to meet 
consumer demand. Already this 
is discernible in the case of domes- 
tis radios, where retail prices have 
been marked down, especially for 
older and lower quality models, 











Interesting 
Circulars 


FOR OUR READERS 
www 


On request on your letterhead, but 
without obligation, any of the circu- 
lars listed below will be sent direct 
from the issuing firm. Limit each 
letter to a request for one circular, 
giving your name and address. 


ADDRESS: Booklet Department— 
Magazine of Wall Street, 90 Broad 
Street, New York 4, N. Y. 


For Business Executives: A valuable 
20 page booklet on business manage- 
ment will be sent free when requested 
on your Company’s letterhead. 


Primer for Investors—Guide book for 
new investors to explain the termin- 
ology of Wall Street. Also a section 

devoted to estates, trusts and wills. 
i a by large N.Y.S.E. member 
rm, 


Know-As-You-Go Guide—Descriptive 
leaflet of the Handy Record Book 
for investors, providing a simplified 
record of capital gains and losses. 
Method outlined to keep investment 
records in ‘‘automatic’’ order. 


Forging Ahead in Business—64-page 
booklet describing program of execu- 
tive training will be sent free when 
= on your Company’s letter- 
ead. 


25 Answers to Questions on Sound 
Conditioning. Interesting fact - pact 
booklet. 


Selected Items of Merit—96 page 
book containing articles on various 
subjects. 
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in an effort to move merchandise. 
This would tend to be felt more 
keenly by makers of lower priced 
sets, like Emerson Radio. 

At the moment, there are rela- 
tively few other instances where a 
real “buyers’ market” is in evi- 
dence. However, such conditions 
will eventually appear in a num- 
ber of industries, some sooner 
than others.. Men’s and women’s 
clothing, certain household appli- 
ances (such as pots, pans, etc.) 
and similar consumer durables 
will probably be among the first 
to reflect intensified competition, 
but such prospects are more 
probable for 1947 than for any 
time during the current year. 





Have We Lost Fight for 
Stabilization? 





(Continued from page 126) 


goods, there is a counterpart 
in the agricultural world, too. Our 
crop production is currently the 
greatest in history, according to 
latest Department of Agriculture 
reports. Aggregate production 
of all crops will be 2.5% more 
than the previous record of 1942, 
and 26.4% above the 1923-32 
average. The outstanding in- 
creases will be in wheat, corn, 
potatoes, tobacco, fruits and 
truck vegetables. Here, too, the 
more liberal supply situation will 
be reflected pricewise. 

Summing up the situation, it is 
seen that there is a strong under- 
current of deflation in our busi- 
ness picture, though this is per- 
haps less apparent on the surface 
than the inflationary factors. 
Since the trend is strongly in the 





PLYMOUTH ple 1} Be} fe) 
DODGE 4 PIs 8 CHRYSLER 
GY 


YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 











DIVIDEND ON 
COMMON STOCK 


The directors 6f Chrysler Corporation 
have declared a dividend of seventy- 
five cents ($.75) per share on the 
outstanding common stock, payable 
December 14, 1946, to stockholders 
of record at the close of business 
November 16, 1946. 


B. E. HUTCHINSON 
Chairman, Finance Committee 
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direction of rising production and 
increasing supplies, goods will 
eventually become more plentiful, 
and sellers’ markets will be more 
prevalent. 
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Real Meaning of Stabilization | Up 


iia i gules action. 
This gives “stabilization” 
g 1” and longes 


the so-called “fight” therefor an and tl 
entirely new meaning. Rea! -tab- 














ilization can best be effected by -” 
allowing the laws of supply and = 
demand to operate with the mini-( 
mum restraint, rather than by Bea 
legislative fiat and governmentalf” 
control policies. The key to stab- “t * 
ilization is the rising trend of pro- pon. 
duction and supplies which willf' 8° 
slow down the upward trend of =. 
prices and eventually bring about : 
more realistic levels. narke 
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(Continued from page 121) fivide 
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so as to give them a chance ata 
higher standard of living which{ Unit 
they could never secure if they} 4 1 
continued to work with thei} 
hands. This has always been ou ,, 
method for developing trade andj, Un 
it has -paid off handsomely forf’ °™ 
us. the « 
: : bakin: 
However, it has been easier for Bias: 
us to reconcile our viewpoint withh vo. 
that of the British Empire be}jout 
cause of our joint interest in 
freedom of thought and _ action} 4.:4 
for the individual. We could evenhandy 
live side-by-side with the Rus- Cay 
sians because our tolerance in-ky9 9 
cludes political tolerance. But we ag 
become stubborn when the Rus} y, 
sians do not want to meet us half-ftandg 
way, and get our backs up when} gq} 
they insist on foisting their form[poooy, 
of government upon us. 850.5 
That is why it is important for}798.4 
us to watch the trends in thefhare 
economic councils of the Unitedkhare 
Nations — because, while we arefnine 
concentrating on the politicalfg0, 1: 
issues, we may be led along thefa she 
same road through  economitkhare 
agreements. An ir 
We cannot have too much con}earni 
fidence in a world in which thejeess 
leadership rests in the hands off In 
charlatans, scheming and manip}uart 
ulating the minds of men in them/pany 
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Answers to Inquiries 
(Continued from page 154) 


Up until the recent market re- 
a action, We experienced one of the 
f andiingest bull markets on record 
ope ri and the sudden reversal in trend 
‘ted be bas emphasized the need for cau- 
Yitin. We particularly believe a 
“y and person of your age should be 
an more concerned with preservation 
neal of capital rather than attempt to 
© stah-qucrease principal through specu- 
of pro- ition. A younger person, with 
ch ae agood earning capacity, is in a 
end of better position to assume risks. 
> aboutt We suggest you be guided on 
7 market outlook by the articles 
appearing regularly in our maga- 
me by A. T. Miller and when 
the market reaches a favorable 
kvel, then some part of your 
capital can be invested in sound, 
dividend-paying companies with 
entinued growth prospects. 
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ce ata 
- whichf United Biscuit Co. of America 
if they A report on United Biscuit Co. of 


. theirf4merica would be appreciated. 
ee W. P., Oswego, N. Y. 





de al United Biscuit Co. of America 
dy fo is one of the leading factors in 











the cracker, cookie and cake 


; baking business. Company also 
sier for y 


ge manufactures folding paper 
"a boxes, containers and cartons, 
ire Chbout half of which are used in 


‘est Mts own operations and half sold 
action 


pe outside. A limited amount of 
Ri ‘Mandy is also made. 
> Rus- Capital structure consists of 
ice —1810,000,000 — 234 % debentures, 
But Waive in 1966, and 468,283 shares 
© o‘USbof no-par common stock out- 
s half standing. 
> wnell Sales for the fiscal year ended 
r fortDecember 31, 1945 amounted to 
$50,594,235. Net income $1,719,- 
unt forf798.40, equal to $3.40 a common 
in theshare, compared with $3.15 per 
Unitedfhare in 1944. Earnings for the 
we arthine months ended September 
olitical}30, 1946 were equivalent to $6.29 
ng thefa share, compared with $1.90 a 
onomtcBhare for the like period of 1945. 
An important factor in improved 
+h con-fearnings was elimination of ex- 
ch thefeess profits taxes. 
nds off In addition to the regular 
nanip}warterly dividend of 25¢ com- 
n theitfPany has recently declared an 
extra dividend of '75¢ on the com- 
mon stock. 
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Book Reviews 





GOVERNMENT STATISTICS FOR 
BUSINESS USE 


Edited by P. M. Hauser and W. R. Leonard 
John Wiley & Sons 432 pages $5.00 
Mr. Hauser, assistant director of the 
Bureau of the Census, and Mr. Leonard, 
Deputy Chief of the Division of _Statis- 
tical Standards, Bureau of the Budget, 
have edited this book prepared by twenty 
experts in the various fields of govern- 
ment statistics. Briefly discussed in the in- 
troduction are the whys, wherefores and 
origin of government statistics, types of 
statistics as furnished by specific govern- 
ment agencies as Department of Agricul- 
ture, Department of Commerce, etc. Busi- 
nessmen do not need to be told the value 
of basic statistics, such as production, con- 
sumption, distribution and vital statistics. 
Book is indexed by product, department, 
etc. and has a separate indexed list of 
selected publications and authors, alpha- 
betically arranged by subject. This volume 
should be a valuable addition to any busi- 
ness library, and should be of particular 
value to the small business man who can- 
not afford to hire a specialist in statistics, 
but who wants to know where data perti- 
nent to his business may be obtained. 


NATIONAL INTEREST AND 
INTERNATIONAL CARTELS 


By Charles R. Whittlesey 
The Macmillan Company 172 pages $2.50 
An excellent discussion of the pros and 
cons of cartels. Mr. Whittlesey concedes 
that cartels have many things in their 
favor, do not restrict research or develop- 
ment of new products, tend to stabilize 
competitive conditions, and are not always 
the bogey associated in the eyes of the 
public with Nazi trusts such as I. G. 
Farben. He disapproves of cartels not 
only on the grounds that they represent 
a departure from free competition but 
ultimately more than the freedom to com- 
pete. By interfering with freedom of 
access and entry, determination of out- 
put, capacity and survival of the fittest 
producers, they are inimical to the nation- 
al interest. Also if trade is restricted by 
cartels, even in accord with recognized 
social objectives, and assuming that de- 
partures from individualistic competition 
are desirable, that this departure should 
not be administered by a small group of 
businessmen interested in profits but by 
the government. In conclusion he states 
that in the United States cartels are pre- 
sumed contrary to the public interest, in- 
volving departure from competition. Be- 
cause of that fact they constitute a re- 
pudiation of the aims and methods to 
which the competitive system is dedicated. 


A FEW BRASS TACKS 


By Louis Bromfield 
Harper & Brothers 303 pages $2.75 
Mr. Bromfield writes on economics, not 
primarily as an economist, but as an in- 
telligent layman. He expresses ideas that 
many thinking citizens heartily approve, 
but are too inarticulate to enunciate. The 
ordinary citizen hears and reads of the 
nonsense put forth by labor leaders and 
radicals of all description on the one 
side, and extreme reactionaries on the 
other side and then fumes with rage when 
our so-called statesmen and leaders tssue 


a pronouncement (a recent example) fav- 
oring a pressure group supposedly repre- 
senting 15,000,000 people and utterly in- 
different to the rights of the other 125,- 
000,000. He scores money as the basis of 
@vealth and points to agriculture and 
natural resources as our real wealth, 
pointing to dangers of rising wages and 
prices, and advocating conservation of 
natural resources, and trade with Russia 
as against Britain (allegedly a banking, 
processing and shipping nation). The 
author urges as the eventual solution ot 
the world’s ills, a United States of the 
world. 


KEY TO JAPAN 


By Willard Price 
The John Day Company 309 pages $3.50 
For those interested in Japan and its 
people, this book shows a keen insight 
into the Japanese character. Many people 
are skeptical about the many news items 
from Japan all saying that the Japanese 
are not to be trusted. Many broadminded 
people feel that a great deal of this is 
propaganda and that some Japanese were 
misled by their rulers. Mr. Price con- 
tends that treachery has been ingrained 
in the Japanese character for a long time 
and would take many years to eradicate. 
He also demonstrates that Japanese cour- 
tesy is merely a thin veneer and that the 
Japanese are essentially discourteous and 
rude. He advocates agrarian reform, the 
teaching of real democracy, as well as the 
elimination of all former rulers of the 
country. ‘The book makes delightful and 
interesting reading. Mr. Price lived in 
Japan for many years and knows his sub- 
ject as thoroughly as any foreigner can 
know that country. He also treats briefly 
with Korea and Manchuria, and explains 
the derivation of many Japanese myths 
regarding their so-called ancient kingdom. 


THE ARSENAL OF DEMOCRACY 


By Donald M. Nelson 
Harcourt, Brace and Company 439 pp. $4.00 
As former Chairman of the War Pro- 
duction Board from the outset of hostili- 
ties and all through the anxious years 
that preceded the advent of victory for 
the allied flags, Mr. Nelson had a re- 
markable experience in seeing our war 
production rise at a pace which astonished 
the world. Equally important, of course, 
was his opportunity for widespread con- 
tact with most of the leading figures on 
the Washington stage during the four 
year miracle period, as well as with top 
rankers in the Armed Services and an 
endless array of industrial chiefs. Most 
successfully Mr. Nelson has made men 
rather than war products the principal 
subject of his narrative, going to con- 
siderable lengths to relate his personal 
interviews with this and that personage 
and to comment in a personal vein upon 
their views and characteristics. Basic dif- 
ferences between the War Production 
Board and the Army Service of Supply 
which finally forced the author’s resigna- 
tion are rationally discussed and will 
throw an interesting light upon his side 
of the controversy. Far from providing 
a dry relation of the economic battle to 
provide weapons for our fighting men, the 
book is so filled with human interest that 
it makes for exceptionally good reading. 
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Investment Program 
-Provided by THE FORECAST 
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In this new major market cycle when the investment 
action you take is vital to preserving and building capi- 
tal and income . . . we suggest that you turn to THE 
FORECAST just as you would consult your lawyer, doctor, 
architect, etc. for professional advice. ForEcAsT SERVICE 
will provide you with the essentials you need in con- 
ducting a sound investment program. 


1. When to Buy and When fo Sell 


Our weekly market forecast . . . with chart of daily 
action . . . projects the trends and basic forces at work. 
Definite market advice is then 





3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are two programs for 
the Short Term: (a) Dynamic Special Situations and 
(b)Low-Priced Opportunities; also two programs for 
the Longer Term; (c) Investment Recommendations 
for Income and Profit; (d) Low-Priced Situations for 
Capital Building. Each program comprises a fixed num. 
ber of securities and it is our aim to have you contract or 
expand your position as we anticipate pronounced mar. 
ket weakness or strength. 





given which you can apply to 





your independent holdings and 
to our recommendations. In- 

cluded ... with graphs... . are Our 
supplementary Dow Theory In- 
terpretations and a special Mar- 
ket-Support Indicator measur- 
ing supply and demand. The 
latter warned of the recent 
break as early as July 15th, six 
weeks before it got fully under- 


four years ago; 





2. Definite Advices of Intrin- 
sically Sound Issues 





to you of satisfactory 
service is based on... 


—Our 2000% growth in clientele since the 
new lower priced Forecast was announced 


—Our staff and facilities; 
—Our outstanding record . . . consistently 
| better than the market; 
| —Our 29 years experience; 
way. | —QOur high renewal percentage. We want to | 
| serve you so you will make The Forecast a | 
permanent part of your investment program. | 
| 


4. Continuous Consultation 


You are welcome to consult us 
.. + by mail or by wire . . . on 
securities in which you are in- 
terested . . . as many as 12 at 
a time... to place and main. 
tain your portfolio on a sound 
basis. We will advise you what 
to hold .. . switch . . . or close 
out. 





Tax Savings ... We will serve 
you in capitalizing on tax sav. 











All recommendations must 

meet our rigid evaluating factors in regard to: (a) In- 
dustrial Position and Potentials; (b) Financial 
Strength; (c) Proven Earning Power; (d) Good Yields 
Amply Supported by Earnings. Of course, special situa- 
tions are advised with emphasis chiefly on price appre- 
ciation. Technical as well as fundamental factors are 
carefully considered as it is our steadfast policy to have 
you carefully time your commitments. This overall 
analysis is fully applied to all selections . . . bonds 
and preferreds as well as common stocks. 


ings up to 25% .. . establishing 
short term and long term gains and losses . . . taking 
advantage of price and value disparities. This personal 
advice alone can readily be worth many times ou 
moderate fee. 


Enroll NOW to receive Our 4-Point Investment Pro- 
gram especially geared to today’s markets. At this time 
also, you will have the advantage of our Special Offer 
of Free Service to January 1, 1947, So we suggest that 
you mail your enrollment today using the convenient 
coupon below. 





FREE SERVICE TO JANUARY |, 1947 


11-9 








THE INVESTMENT AND BUSINESS FORECAST 


SPECIAL MAIL SERVICE ON BULLETINS 


Air Mail: 2 $1.00 six months; 0) $2.00 
one year in U. S. and Canada. _ 
7 Deliwery: (] $3.50 six months; 


Your subscription shall mot be assigned at 
any time without your consent, 


of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 
I enclose () $50 for 6 months’ subscription; (1 $75 for a year’s subscription 
Service to start at once but date from Janwary 1, 1947) 


OJ Telegraph me collect in anticipation of 
important market turning points ‘ 
when to buy and when to sell, 


ee ey 


weet Foor ereeeeeseseess 


$7.00 one year. 
TENN boos sik co's’ ob p05) SW Rete bh 000s so-CON penek ences sssne eae en 
UE. som canaiee umes sea nike pease ses base phe aee bodes palee'se 
Es eee ee rr re sapeaee un ee State.... 


Pee ee er eres teeesess 


List up to 12 of your securities for our 
initial analytical and advisory report. 


i ay 
Special Of bal 


| 

' 

| 

| 

| 

| 

i 

' 

. MONTHS' 
SERVICE 900 
' 

| 

' 

| 

| 

| 

' 


MONTHS' 
12 SERVICE 979 


Complete service will start a' 
once but date from Jan. 1st. 
Subscriptions to The Forecast 
are deductible for tax purnoses 


THE MAGAZINE OF WALL STREE! 
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W itnou obligation, we offer to prepare a 
confidential preliminary analysis of your invest- 
ment portfolio if it exceeds $20,000 in value. 


This report will comment frankly on its diver- 
sification, income and will designate your least 
favorable issues. 


This offer is made to responsible investors who 
are interested in learning how Investment Man- 
agement Service might apply specifically to 
their personal holdings and objectives. We shall 
quote an exact fee for annual supervision of 
your account and tell you our qualifications for 
serving you in the difficult market ahead. 


The thorough and informative nature of our 
preliminary analyses is clearly shown by the 
comments of investors who have taken advan- 
tage of this invitation: 


From California—‘In all my experience as an ex- 
ecutive secretary for twenty years I have never run 
across your superior in the way you have considered 
my situation and am favorably impressed.” E. D. B. 


From Massachusetts—‘Y our preliminary report re- 
garding my investment portfolio was received. I 
examined your analysis very carefully and with much 
interest. Your comments and the wisdom of using 
investment counsel sound very reasonable.” A. M. 


From Nebraska—"“| wish to thank you for your re- 
port. You covered the subject thoroughly.” G. V. 


Repeating a Special 
Offer At This 


Critical Time 





From New York—'‘| am in receipt of your valuable 
Preliminary Analysis of my holdings, for which I 
thank you. I had not contemplated that you would 
make such a really admirable report regarding my 
portfolio.” H. A. 


From Ohio—*Thank you for your immediate reply, 
including a preliminary analysis of my portfolio, | 
can honestly say that I am impressed by this report.” 
D. B. H. 


From Oklahoma—"‘Your Preliminary Analysis re- 
ceived and it seems to be what I am looking for. I 
am going to take this service and I intend to follow 
tO: A, 


From Pennsylvania—‘Your Preliminary Analysis 
of my inventory of capital investments received. | 
wish to thank you for presenting it in such an excel- 
lent and comprehensive manner.” N. J. 


From Texas—"| am in receipt of your Preliminary 
Analysis of my stocks. I gave you a big job and you 
gave me a thorough report and I thank you.” H. T. 


From Virginia—‘| am much impressed with your 
report which evidences that you have given thought 
and gone over my portfolio in a thorough and 
painstaking manner which pleases me very much. | 
recognize the soundness of your reasoning and of 
the suggestions made.” F. W. 


Just tabulate your securities, giving the amounts 
and purchase prices so we can consider the tax 
aspects of any changes. State your objectives so 
our advice can be as pertinent as possible. 


All information will be held confidential. This 
offer does not obligate you to enroll—-but under 
today’s manpower conditions it is not open to 
mere curiosity seekers. 


INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 


90 Broad Street 


New York 4, N. Y. 





































The U-S-S Label has a 
host of friends who 
know it as the mark 


of quality steel... 











THE siGN OF A WIHNING PERSONALITY 


ie the war, steel product manufacturers in rapidly 
increasing ween had discovered a significant fact: that 
by putting U-S-S Labels on the products they made, they 
immediately stepped up the sales personality of those prod- 
ucts substantially. The public bought them more willingly, 
more quickly and in larger quantities. 


And small wonder. For no other trade-mark in the steel 
industry w ‘as being more consistently or widely advertised in 
the nation’s best-read periodicals. No other trade-mark was 
being backed up by a more extensive sales and promotion 
program. 


Millions of Americans recognized and accepted the U-S-S 
Label as a dependable guide to good steel. It had a host of 


friends. 


The advertising and promotion of this well-known trade- 
mark has never slackened for a moment, even in the war years. 
It is today better known and more widely trusted than ever. 


So when products made of steel return in quantity to store 
shelves, the U-S-S Label on a product will be a bigger sales 


asset than ever. 


Manufacturers of quality steel products who desire more _ 
information on the use of U-S-S Labels, are invited to address 


inquiries to United States Steel, P.O. Box 236, Pittsburgh, Pa. 


United States Steel Corporation Subsidiaries 


TeITED STATES STEEL} 
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